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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPILIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Legislative Post Audit Committee
Kansas State Legislature

We have audited the financial statements of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of the State of
Kansas (the State) as of and for the year ended June 30, 2006, which collectively comprise the State’s basic financial
statements and have issued our report thereon dated December 30, 2006. We did not audit the financial statements of
the various component units of the six state universities which represent 33 percent and 27 percent, respectively, of the
assets and revenues of the aggregate diseretely presented component units. Those financial statements were audited by
other auditors whose reports thereon have been furnished to us, and our opinion, insofar as it relates to the amounts
included for the component units of the six state universities’ aggregate discretely presented component units, is based
on the reports of the other auditors. We conducted our audit in accordance with auditing standards generally accepted
in the United States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the State's internal control over financial reporting in order to
determine our auditing procedures for the purpose of expressing our opinions on the financial statements and not to
provide an opinion on the internal control over financial reporting. Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the internal control that might be material weaknesses.
A material weakness is a reportable condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements caused by error or fraud in amounts
that would be material in relation to the financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. We noted no matters
involving the internal control over financial reporting and its operation that we consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about -whether the State's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial
staternent amounts. However, providing an opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the State of Kansas Legislative Post Audit Committee,
management, Federal awarding agencies and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

4((:2_./7 ) Gibbd‘ & Houtik, L.C. Z?e.-ﬂéeric/z, 3~a/¢an 8” Co. 5 /O ;/4
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

Legislative Post Audit Commitiee
Kansas State Legislature

Compliance

We have audited the compliance of the State of Kansas (the State) with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement
that are applicable to each of its major federal programs for the year ended June 30, 2006. The State's major
federal programs are identified in the summary of anditor's results section of the accompanying schedule of
findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and grants
applicable to each of its major federal programs is the responsibility of the State's management. Our
responsibility is to express an opinion on the State's compliance based on our audit.

The State’s basic financial staternents include the operations of the six state universities, whose various
component units received federal awards which are not included in the schedule of expenditures of federal
awards during the year ended June 30, 2006. Our andit, described below, did not include the operations of
the various component units of the six state universities because the university component units engaged
other auditors to perform audits in accordance with OMB Circular A-133. The schedule of expenditures of
federal awards does include the federal awards received by Kansas Housing Resources Corporation, a
component unit of the State.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, 1ssued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with
the types of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about the State's
compliance with those requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not
provide a legal determination of the State's compliance with those requirements.

As described in Finding 06-6, in the accompanying schedule of findings and questioned costs, the State did
not comply with requirements regarding eligibility that are applicable to its Temporary Assistance for Needy
Families grant program. Compliance with such requirements is necessary, in our opinion, for the State to
comply with requirements applicable to that program.
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In our opinion, except for the effects of such noncompliance, the State complied, in all material respects,
with the requirements referred to above that are applicable to each of its major federal programs for the year
ended June 30, 2006. The results of our auditing procedures also disclosed other instances of
noncompliance with those requirements that are required to be reported in accordance with OMB Circular A-
133 and which are described in the accompanying schedule of findings and questioned costs as Findings
Nos. 06-1 through 06-5 and 06-7 through 06-22.

Internal Control Over Compliance

The management of the State is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts and grants applicable to federal programs. In
planning and performing our audit, we considered the State's internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to determine
our auditing procedures for the purpose of expressing our opinion on compliance and to test and report on
internal control over compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a reportable condition in which
the design or operation of one or more of the internal control components does not reduce to arelatively low
level the risk that noncompliance with applicable requirements of laws, regulations, contracts and grants
caused by error or fraud that would be material in relation to a major federal program being audited may
occur and not be detected within a timely period by employees in the normal course of performing their
assigned functions, We noted no matters involving the internal control over compliance and its operation
that we consider to be material weaknesses.

Schedule of Expenditures of Federal Awards

We have andited the basic financial statements of the governmental activities, the business-type activities,
the aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the State as of and for the year ended June 30, 2006, and have issued our report thereon dated
December 30, 2006. Our andit was performed for the purpose of forming opinions on the financial
statements that collectively comprise the State’s basic financial statements. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by OMB Circular
A-133 and is not a required part of the basic financial statements. Such information has been subjected to
the anditing procedures applied in our aundit of the basic financial statements and, in our opinion, is fairly
stated, in all material respects, in relation to the basic financial statements taken as a whole, The federal
awards of the State’s component units are included in the single audits of those agencies and therefore the
accompanying schedule of expenditures of federal awards does not include these federal awards.

This report is intended solely for the information and use of the State of Kansas Legislative Post Audit

Committee, management, federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than those specified parties.

4((&/1 , Gibbs & Houlire, L. /.?eréeric/t jﬂa/wm C(’J" Co. , /0 ./4

December 30, 2006




STATE OF KANSAS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2006

Funds Passad o

Total Expenditutes by Tote) Funds Passed ta
Federal CF BA/Canlmaci Numbsr Faderal GranlorProgranPass-Through Grantor Received Indirecly Expendilures Faderal Agancy Subre
DEPARTMENT OF AGRICULTURE
Dlcact:
10,000 Non-calatoq miscellznecus 261,344
10.000 Mon-catatog miseellaneous - RAD 54,858 14,040
10.000 Mon-cataleg miscellanecus - R&D 25,200
10.000 Men-catalng misceliznanous - RAD 10,188
10.000 Mon-catalog miscellaneous - R&D 346,057 4,173
10.000 Solid Waste Mansgemenl/Arid Landilll Oparalions 78,238
10,000 Canlraci for Grain Bin Sie Invastigalions - 52,102
10.001 Agricullural Ressarch - Bas'c and Applied Research - R&D 1425
10.025 Ptanl and Animat (Ys=ass, Pesl Ceniol and Animat Cane - R&D 1,002,631 337076
10.089 Conservation Ressrve Program - R0 GBE
10200 Grams for Agricullural Rassarch, Spacial Rasearch Granls - R&D 3,639,784 1,780,151
10,203 Paymenis to Agricutiural Exp=rimeant Sialfons vnder the Halch Act- RED 4,187.968 3zi291
10208 Granls for & Research - Research Granls - RED 2,212.049 20,032
10210 Food and Agrculiural Sciences Mational Ne=ds Greduste Fellowship Granls - R&D 52,247
10212 Small Businass Innovalion Research - RAD 27,128
0217 Higher Education Challenge Granls - R&D 218,233 104,347
nzsn Agricufiyral and Rurg! Economic Ressarch - RED 18,348
10,302 Inliialfva far Fiture Agricullure and Food Systems - RAD 124945 5455
10303 Inlegraled Programs - R&D 1322759 208,457
1,304 ‘Homeland Seturily - Agriculiural - RED THD,762 311,975
10.352 Value-added Producer Grants - RAD 169,929
10.435 State Medialion Granls - R&D 446,553
10.430 Crop Insurance - R&D 185,009 2393
16,455 Commtiily Dulreach and Assislance Parinership Program - RED 62,505
10458 F lo Devalop Non Risk Toals ~ RED BO,Z6E
10457 C F Tar Risk & men! Education - RZD Z49,684 ES.247
© 10475 Coopsrative Agreemeals with Siates for Intrasiale Meat and Poultry Inspeciion - R&D T2y
10477 Meat, Pouliry. and Egg Producls Inspaciion 1574446
10.600 Cooperalive Exension Service - RED BA7B723 1,384,757
Chitd Nulritian: Cluster:
10,553 Schoal Breakfasl Progem 5 15,122,940 14,803,126
10.555 Mational School Lunch Frogram 70,808,768 70,395,161
10556 Spaclal Mitk Pmgram lor Chifdren 145,256 145,256
10,538 Summer Food Senvice Program for Children 1,519,042 7,394,914
Total Child Nulsilion Cluster B7.595.506
10,557 Spacial Svpplementa! Nutrition Program for Wemen, Infante, and Children 53271,584 51,153,486
10.558 Chiid and Adult Gare Food Program 30,519,153 30.268.290
10.550 Slale Adminisiralive Expenses for Shild Nurilion 1.370.761
10.561 Slale Administralive Malching Granls lor Faed Slamp Program 19,934,335 32,313
10,565 Commodiy Supplemenlal Food Pragram 364,637 185,511
Ememency Food Assistance Clusler:
10,568 Federal Surplus Food Distribulion 435,552
. Tolal Emergancy Faod Assistance Clusier 436,662
10574 Team Nulrilion Granls 151,572
10.576 Senior Farmers Markel Nulrilion Pragrsm 208,505 208,505
10,600 Foreign Marke! Development Cooperster Program - R&D GE643
10664 Cooperative Foresiry Assistance - R&D . 1,554,683 31,000
40677 Forest Land Enhancement Frogram - RAD 22,760
10.7689 Husiness Enlerprise Granls - R&D 44,910 30,256
10,776 Ag Innovation Canter Grant - RAD 235,306
10.801 Recouree Consarvalion and Davalspmanl - RED 25,027
10.202 Snil and Waler Canservatian - RED B041,384
10903 Soil Surey - RAD 43,063
10812 Eqolp - Stream Bank Slabilizalion 26,120
10.974 Wildilte Hablta! Incenlive Program 225,000
J0.881 Sefanlifie Conpetalion and Ressarch - RAD 5,184
10862 Intemational Tralning - Forsign Parlicipan - RED 6,941
TOTAL DEFARTMENT OF AGRICULTURE 222,723,442 5 173,370,311
DEPARTMENT OF COMMERCE
Direct:
14 Bpscial American Business Inlemship Traling Program - RED 1,260
11.203 Devel —Techntcal A -R&D 125,705
£1.550 Public Telacom Facililias Flanning snd Canstruction 18,620
+1.609 Measuremenl and Enginesring Research Standards - RAD BE,185



STATE DF KANSAS
SCHEDLILE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2008

Total Expendilurzs by

Fumds Passed 10

Tolal Funds Passed la

Fedomal CFOAConlract Mumber Federal GranlorPmgram/Pass-Through Granlor Recaived Federal Agency Subreciiams Subrec
11811 Manufacturing Exenslan Parisarship 2,706,245 2,785,248
11612 Advanced Technalegy Program 49,054

TOTAL DERARTMENT OF COMMERCE 3,080,680 2,795,746
DEPARTMENT OF DEFENSE
Dirack;
12.000 Nan-cataleg miseallaneous - R&D 9,782,585 1,541,853
42.000 Non-cateleg miscallanenus - R&D 3214217 327125
12.000 DACWSE0CMOB2E - Serices lespadeza (4695) - RAD 5,504
12,113 Siasle Memorandum ol Agrezment Program far the Reimbursemsnt of Techeical Services 234,820
12.300 Basfc and Applied Scientilic Research - RA0D 1,885,855 1,005,287
12.400 Mililary Construclion, National Guarnd 1,614,283
1z.401 Nationat Guard Mililary Operations and Mahnignance (O&M) Projecis 14,337,230
12402 NG Speelat Millary Oparations and Projects B,105,2383
12.404 NG Chilan Youth Oppertunilias Program 465,003
12405 NG Dtug Interdiction and €1 Drug Aclivitles 12265
12420 Military Medical Ressareh and Davalopment - RAD 278,783
12431 Basic Sclznlfic Ressarch - RAD 551,658 31,659
12.630 Basic, Applied, and Advanced Reszarch In Scfence and Engigaering - RED 120,259
12.800 Alr Force Delense Research Sciances Program - RED 520,605 34,895
12801 Malhematical Sciences Grant Pragram (#672) 6,840
TOTAL DEFARTMENT OF DEFENSE 41,233,873 2.540,819
DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Direct: -
"Seclion 8 Projecl-Based Cluster:
14,195 Settlan 8 Housing Assistance Payments Program - Special Aflocalions 41,117,158 41,417,158
‘Tolal S=ction & Froject-Based Cluster 41,117,156
14.228 Community Developmenl Block Granls!Stale’s Program 24 417.912 23,705,401
1423 Emergency Sheltar Grants Program 1.104.203 1.076,441
14235 Homeless Managemenl nformation Syslems 40,583 20,583
%4239 Hame Investmanl Parinerships Program 10,798,752 10,067,582
42m Hausing Opperiunities for Persans with AIDS (HOFWA}) 558,584
14.248 Community Developmenl Black Granls 9,109
14512 Community Devefopmenl Work-Sludy Program. 41579
14547 Early Docloral Student Ressarch Branls - R&AD 6,023
14.900 Lead-Based Painl Hazard Control In Privalaly-Chwned Housing 1,278,914
Indirect:
14.228 Communily Develnpment Block Granls - Slale's Frogram Cily of Topaka 100,312
TOTAL DEPARTMENT OF HOUSING AND URBAN DEVELUPMENT 79,603,537 ¥6.008,163
DEPARTMENT OF THE INTERIOR
Direct:
15.000 Norn-calalog miscallanenus - RE&D 135,943
15.000 Nan-calalog miscellanents - R&D 25,268
15,222 Looperalive inspaclion Agreements with Slales and Trib2s - R&D 11,473
45.220 Wildland and Urtran Inlerface Communily and Rural Fire Assistance - RAD 10,578
15.250 Regulation of Surface Coal Mining and Sudsce Effecls of Undergund Coal Mining B7,3495
15.252 Abandoned Mine Land {AMLR) Program 1723911
Flsh and Wildlife Cluster:
15,605 Spor Fish Resloration 4,527,165
15,811 Wildlile Restoralion 3,995,743
Tolal Fish and Wildlife Cluster 8,522,848
55,608 Fish and Wildlife Managemenl . 27,721
15.615 Endangered Spetizs 43,827
15625 Wildlife Conservzllon Restoration 172,980
15,632 Conservallon Grams Privale Stewandship far impenled Spacies - RED 51,453
15,633 Landowner Incenlive Pragram - 118,395
15.634 Slate Wildlitz Granls - R&D 787,825 80,581
15,635 Neotraplcal Migralary Bird Sensenation - RED 1,847
15,805 Assistance to Staie Water Resounces Resezrch Instilules - RAD 104,765 Iv.2e2
15.808 LLS. Gi ical Survey-Research and Data C -R&D 325,368
15.811 Gap Anzlysis Progrom - R&D 150,286 18821
15812 Cooperalive Research Unils Program - RED 80248



STATE OF KANSAS
BCHEDULE OF EXPENDITURES OF FENERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2006

Tolal Expendilures by

Funds Passzd 1n

Totzl Funds Passed to

Fedsral CFDA/Conlracl Number Federal Grantcr/Program/Pass-Thmough Grantor Recsivag Indirectly Expandiluras Federal Agency
15.904 NPS Presereation Granls in'Ald - R&D B57.542 218,624
15.914 Malional Register of Historic Places - RED 1,228
15.816 Quldoor Recreation - Acquisttion, Davelopment and Planning 905,702 362,444
TOTAL DEPARTMENT OF THE INTERIOR 13,917,220 718,726
UEPARTMENT OF JUSTICE
Direct:
16.202 Serious & Violent Offender Reenlry Initiative 465,488 248,309
16.523 Juvenile Accountzhilily Incenliva Block Grants 9B0,735 565,041
16.540 Juvenile Justice and Delinquency Prevention 473,660 283,224
16541 Develk Yesting and Der ing Pramising Mew Programs - RED 137,072
15,548 Tille vV 332
16.549 Parl E Slale Challange Aciivilias =2 3
18.550 Slala Jusiice Slatistics (S15) 12.078
16.554 Matianal Crminal History Improvemanil Program 204,521
16,560 Natlomal Inslilule ol Juslice R h, Evalualian, and D r Projacl Granis 207,652 44 775
16.562 Griminal Justice hand Develop - F F hi 5,271
16.564 Crime Laboratory Improvement - Comblned Offender ONA Indsx Sysiem Bucklog Reduction 34,802
16,575 Crime Viclim Assislanca 4,508,656 4,245,239
16.576 Crime Victim Cempensatian 593,610
16.579 Edward Byime Memorial Formula Grant Program 2,159,418 1,062,602
16.580 Edward Byme Memorial Stale and Local Law Er D ;Graﬁls Program 130,251
15.506 Viglen| Offender and Trulh-l Incenlive Granls 1,042,320
16.588 Viclence Againsl Wornen Fermula Granl : 1,267,998
15,502 Loeal Lew Enfarcemant Block Granls 3837
16.503 R Abuse for Sizie Prisoners 376,843
15601 Correciions Trafning and Sialf Devefopment B,BOS
16606 State Criminat Allen Assistance Program 280,289
165509 Projecl Safe Neighborhoods - RAD A4B7.071 308,757
16.710 Public Safely Parnership and Community Poficing Granls - R&D 1,773,630
16.727 Enlorcing Underaga Drinking Laws Program 350,345
18,738 Edwarf Byrirg Mamaria! Justice Assistancg Grant Program 2.277,050 947,783
18741 Farensic DNA Capacily Enhancement Program 46,316
Indirect:
16,680 Edward Byma Msmarial Siale and Locsl Lew Enfarcement Assistance Discretionary Granls Program Wichlla Police Dgpariment 5854
16.589 Rural Domeslic Violence and Child Vigiimization Enforcement Granl Program <angas Coalilion ol Sexual & Domeslic Viclence 20641
TOTAL DEPARTMENT OF JUSTICE 17.885,775 7,707,732
DEPARTMENT OF LABGR
Direch:
17.002 Latior Force Statistics 1,135,818
17.005 Compensation and Working Condilions TTABS
Employimenl Service Cluslar;
17.207 Employment Senteceagner-Peyser Funded Adlivities 7.436,502 234 Ro5
17.801 Disabled Velerang' Quireach Program (OVOP) a75,019
17.804 Local Vaterans' Emplaymenl Represenialive Pragram E50,078
Tolal Emplaymenl Service Clustar 9,061,662
17.225 Unemployment Insurance * 259,135,050
113225 Senior Cammunity Service Employmanl Program 808,372 720,385
17.243 Trade Adjusiment Assisiance 7.774. 456
WiA Cluster: .
17,268 WIA Adull Program B,870.194 4,604,082
17.259 WIA Yaulh Aclivilias 7.689,112 5,103,847
17.260 WiA Dislocaled Warkars 4,431,750 2,826,429
Tolal WiA Cluster 18,971,086
17.261 WIA Pilols, Demonslralinns & Research Projecls 408,145
17.502 Occupational Salety 2nd Heallh Research Sranis-Susan Hanwood Treinfng Grants - RED 121,118
17.504 Consullalion Agreements . 565,887
17.505 O5HA Dala Inllistive 70,148
' 17.807 Transfllan Assistance Program 33,895
Tndirect:
17.259 WIA Youth Aclivities  ~ Salina Ares Chamber of Commerce 14,581
17,252 WIA Youth Acllvilies Hearland Works, Inc. 6,451
TOTAL DEPARTMENT OF LABOR 206,483,111 13,550 638
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Tolal Expandiures by

Fundfs Passed la

Talal Funds Passad I

Feduasal CFDAIConiract Number Federal G ‘rogram/Pass- 1 hrough Granter F of Expendiluras Federal Agenty
DEPARTMENT OF TRANSPORTATION
DOlact:
20,000 Non.calafeg miscellaneous - RAD 93515
20,000 Nan-cataleg miscellansous - RAD 478076
23002 Wizather Shelter and Cannaeting Walkway 39,917
20005 BHoating Safely Financla! Assisiance 40,235
20.108 Avialion Resgarch Granls - RED 1,858,635
20,109 Alr T Cenlers of Excells -R&D 2,885,504
Highway Planning and Construction Cluster:
20,205 Highway Planning and Consiruciion 359,496,335 4,433
Tolal Higtway Plarning and Conslrutlion Clusier 358,485,335
20.215 Highway Training and Eduealion - RED 189,261
20218 Nalfonal Malgr Gartier Safety - RED 3,520,373 2o.881
20219 Reereational Trails Program 638,490 451,776
Federal Transit Cluster:
20,500 Federal Transit - Capllal Iovesimenl Granis 3,163.436
) Tolal Faderat Transit Cluster 3,181,436
20,505 Federal Transit - Metmpelitaa Planning Granls 2,421,344
20.509 Fomula Granls lor ether than Urbanized Areas 3,875,178
26.514 Transil Planning 2nd Research - R&D 135N
20.515 FTA 15878
Highway Safaly Clusler:
20,600 Stale and Communily Highway Safely 5,115,993
20.603 Federal Highway Salety Dala Improvements Incentive Granls 13
20.604 Safely Incenlive Grants for Use of Sealbeils 99,794
Total Highway Salely Cluster 5,215,800
20.700 Pipsiing Safety 535,208
20,701 Unlvarslly Transpottation Centers Program - R&D 31,1¢6
20.703 Hazardou Prep {HMEP} Tralning and Flanning Grants 277,802 262,097
TOTAL DEPARTMENT OF TRANSPORTATION 385,280,708 747,867
EQUAL EMPLOYMENT OPPORTUNITY COMMISSION
Dicect:
o002 Emplayment Discriminalfon-State and Local Fair Employment Practices Agancy Conlracls 361,568
TOTAL EQUAL EMPLOYMENT OPPORTUNITY COMMISSION 351,568 -
GENERAL SERVICES ADMIMISTRATION
Dirsel:
39.000 Nan-czialog miscellzneous - R&D 3,181
39.011 HAVA Title 1- “early monay” 514.526
YOTAL GENERAL SERVICES ADMINISTRATION H17,787 -
NATIONAL AERONAUTICS AND SPACE ADMINISTRATION
Diract:
43.000 Non-calalog miscellanesus - R&D E52.660 22.584
43.000 MNon-calalog miscellanapus - RAD 27.703
43.000 Mon-calalog miscellaneous - RED 371,318 47,450
43.00t : Pragram - R&L 2,722,710
43.002 Technology Transier - RAD 116,814 56,550
TCTAL NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 3,501,208 136,654
NATIOMNAL ENDOWMENT FOR THE RUMANITIES
Direct:
45.000 Non-calalog miscelfaneaus - RAD 12,632
45,024 Pmmetion of the Arts Granls o Oganfzations and Individuals - RAD 26,190
45,025 Promotion of the Arts_Parinership Agraements - RED 625,834
45,303 Consenvalion Projec! Suppart - R&D 1,286
45,310 Granls lo Slales - R&D 1.518,262 344272
45,312 National Leadership Granis - R&D 120,991
TOTAL NATIONAL ENDDWMENT FOR THE HUMANITIES 2,307,205 384272
NATIONAL SCIENCE FOUNDATIOM
Dlrect:
47.000 Non-cataleg mistellanstus - R&D 101,267
47.000 Non-estalog miscellaneous - RAD 574,344
47.041 Enginearing Granls - R&D 1.082,187 azs
47.049 4 and Physical Sci «R&D 2,341,128 276,081




SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

STATE OF KANSAS

FOR THE YEAR ENDED JUNE 30, 2006

Folal Expendiures by

Funds Paseed to

Total Funds Passed o
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47.030 Geostiences - RAD 231,070
470970 Computer and Information Science and Englnserng - RED 56,181 gZ,037
A7.074 Biotoglcal Sciznces - R&0 4,747 736 351,171
474075 Social, Bek l, and Eco R&D Ti7.270
47076 Educalion and Human Resources - RAD 3.040.425 58,653
47078 Polar Programs - R&D 281,458
47,079 i | Seience and {OISE)- RaD 23262
TOTAL NATIONAL SCIENCE FOUNDATION 14,605,336 778,26
SMALL BUSTNESS ADMINISTRATION
Direet:
59,037 Smzll Business Deva'opment Cenler 1,182,032
TOTAL SMALYL BUSINESS ADMINISTRATION 1192022 -
DEPARTMENT OF VETERAN AFFAIRS
Directz
54.000 Non-calalag miscelisnscys - R&D o7 531
64.203 K5 Veierang Cemsiery ai Yakeenazy 102,823
TOTAL DEPARTMENT OF VETERAN AFFAIRS 200,454 -
ENVIRONMENTAL PROTECTION AGENCY
Direct:
E5.000 Non-catalog miscellaneous - RED 5,502
66.000 Non-catalog miscellaneous - RED A4 346
E6.000 Non-catalog miscellanegus - RAD B8,783
BB.001 Air Pollution Contro! Program Support 1187777 254 887
66032 Slale lndoor Radon Granls - R&D 272,851
66.034 Surveys-Sludies-invesiigalions relaling Iaths Clean Air Acl - RAD 480,229 286,745
66,419 Watar Polfulion Coniml Stale, Interstate, and Tribel Program Support - R8D 39,476
©6.433 Siale Undargmund Walar Saurce Protection ° 356,425
EE.436 Surveys-Sludies and fons-Granls & Conpearalive A 57,227
66454 Water Qualily Managemen! Plannfng AD.743
66458 Capitatization Granls for Clean Waler Slale Revelving Funds 12,324,703
86,460 Nonpainl Source Implementstion Granls - RAD 4,484,574 1,850,508
€6,481 Wetlands Granls 89,241
66,467 Waslewaler Opsralor Traiing Grani Pregram [Technical Assisiance) 24,375 20,375
26,468 Capilaizalion Granls lar Drinking Waler Slzla Revolving Funds 9,520,65%
€6.470 Hardship Grant Programs for Rural Commumilias 343708 343,109
€6.471 Slale Granls Io Reimburse Operalors of Small Water Syslems lor Training and Cerlification Costs 193,184 25,045
65474 ‘Wzler Prolection Granls 1o he Slales 315,308
66,500 Ervironmental Proleciion—-Cancolidated Research « RAD 257,383
66.509 Seience o Achleve Resulls {(STAR) Program - R&D 130,563 23,762
56,605 Perfpmance Farinarship Granls 4,121,025
56.605 Surveys, Swudies, lnvesligalions and Special Putpose Granls - RAD 20,508
65,6507 Training and Fellowships for the Envionmental Proledlion Agency - R&D 1.003
66,608 Enviranarenilal Infarmation Exchange Matwark Granl Program and Relalesd Ascistance 284,231
86.707 TSCA Title IV Slale Lead Granls Certlficallun of Lead-Based Painl Professianals 428,748
66,708 Pollution Pravenlion Granls Pragram - RE&D 150,162
66.716 Surveys, Shudies, I ions, Training D and ional Qulresch - RED 17577
66,717 Saurce Reduction Asslistance - REL 35,440
&6.801 Hazardous Wasla Managament Slale Program Support 1,063,786
66.802 Supedund State, Polilcal Subdivision, and Indian Tribe Slle_Spetifc Cooperative Agreemenls 541,508
66.804 State and Tribal Underground Slorage Tanks Fgram 175518
©86.805 Leaking Undergrourd Storage Tank Trust Fund Program 521,636
66.A09 Superiund State and Indtan Thbe Core Program Cooperstive Agresmanls 211,235
66814 Training, and Tech i Granls ang Ct Ag -RED 73382
66,817 Stala and Tribal Respanse Program Granls 1,121,236
TOTAL ENVIRONMENTAL FROTECTION AGENCY 20,537,712 2914111
DEPARTMENT OF ENERGY -
Otract:
81.000 Mon.catalog misceflaneous - RED 77,509
B1.000 Mon.catalag miscelaneous - RED 941,485 19,929
A1.049 Stale Energy Program - R&D §21.49 23,354
£1.042 ‘Weatherizallon Asslsiance for Low-Incoma Parsons 2,194,701 1,862,810
51.049 Office of Science Financhal Asslstance Program - RAD 4,423,328 255465
81.086 C: Research and D prnent = R&D 42,801
81.087 Renewable Enerpy Research 2nd Davelopomant - RAD 15,885



STATE OF KANSAS

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2006

Tolal Expanditures by

Funds Passed 1o

Tolal Funds Passed lo

Federal CFOA/Canirac Number Federal GranlorPrograstPase-Thraugh Granior Received Indiractly Expendllures Federal Agency ji
£1.089 Fossil Energy Res=arch and Developmenl - RAD 423 B5B 35,400
BLN3 Delense Nuclear Nonprolifierallan Reszarch - RED 95,713
81114 ( ily feacior b and 1 Suppor - R&D 403,204
BT Enengy Efficiancy and Rerewable Energy Infarmalion 22,253
a1.119 Slale Energy Pragram Spaefal Frofecis 144,790 24,804
81421 Nuclear Energy Rescarch, Davelapmeant and Demonstrtion - RED 118,968
TUTAL DEPARTMENT OF ENEREY 0,525,780 2,321,952
DEFARTMENT OF EDUCATION
Direet:
ono Non-calalog misceilangous - R&D 15
34.000 Non-calaleg miscellansous - R&D 133.348
54.000 Non-catalog miscefansous - RED as4an
84,000 Early Childhood Developmant Sanices 44,001
84.000 Coordinated Schaot Haalth Program 143,345
84,000 Special Child Clinic Program 5,000
B4.000 Make a Difference Nelworks 3,182
Bd.002 Adull Educalion - Slale Granl Progsam 3,830,123 3,553,117
84.004 Cwil Rights Training and Advisory Senvices - RED 807,532
84.007 Federal Supplemenlal Eduealianal Opporlunily Granl - RED 2,050,752 213.26B
B4.010 “Flilz | Granls Io Local Educalional Agencies 81,584,975 70,748,842
B4011 Migranl Educalion - Slals Grant Program 10,247,796 £8,870.443
B4 D13 Tidz | Program far Neglecled and Delinquenl Children 585,436 136,632
B4.016 Undergraduale Inlemationsl Sludies and Foreign Language Programs - RED B1,175
Special Education Cluster;
B4.027 Speacial Education - Grants o Slales 94,077,251 21,836,881
B4.173 Special Education » Preschool Granls 4,460,580 4,324,723
Tolal Speclal Educatlen Clusier 88,547,240
84011 Tille 1Ml Strengihening Instiluligns (#472) 411,830
B4.037 Federal Family Educalion Loan Program 133,862,614 21,198,004
84,035 Fedearal Work-Study Program 3.630.831 476,805
B84.038 Foderal Perkins Loan Program - Federal Capilal Conlibulions 3,629,257 56,764
TR Gluster:
B4.042 TRID - Sludzanl Support Sendces 1,580,996
B4.044 TRID - Talenl Search ABT, 232
84.047 TRIQ - Upward Bound 1,861,825
B4.065 TRID - Educalienal Opporiunity Centers 202,534
84217 McNalr Past-Baccalaureate Achievement - RAD 475,573
Tolal TRIO Clusier 4,700,320
B4.045 Vaealional Education - Bastc Grants i Siates 11,867,488 10,540,337
B4.063 Federal Pell Granl Program 41,460,834 ABTT 732
B4.063 L Assil Parinesship 585.443 258,040
B4 116 Fund for Lhe Improvement of Postsecondary Educalion - RAD 700,874 2,035
85,125 Rehabililation Services - Vocational Rehabfitation Granls o Slales €7.178,184 16,659,250
B4.341 Migranl Education - High Scheal Equivalency Program - RRD 42¢,154 267,312
§4.153 Business and Internations! Education Projecls - RED - 194,525
B4.169 VR Independent Living Granl 251,075 250,985
B41T7 Rehablilation Senvices - Indepanden Living Senvicas for Qlder Individuals who are Blind 380,785 16,653
B4.181 Spacial Educalion - Granls [or Infanls and Families wih Disabifities 4,735391 3,225,858
84,184 Cornmunily Service [or Expeflzd\Suspendad Sludenls 450,605 43,696
84,185 Rabert C. Byrd Honors Schafarship 204,929 384,929
B4.185 Safe and Drug-Free Schools and Communiiias - Slale Granls 3,405,258 2,297,200
84.187 VA Supporied Emplayment” 200,164 300,154
84185 Bifingual Education - Professional Development - RAD 3,145751 248,038
B4AT5 Educalion for Homeless Children and Youth 33213 303,034
85200 Graduate Assistence in Areas of Nalianal Need TRETE
B4.213 Even $lad - Slale Educational Agancies 1,249,299 1,267,988
4215 Fund for the Improvement of Educatfon - R&D 171470
84224 Aggistive Technology - RAD 424,875
84.235 Rehabllitation Services Demonsiration and Training Programs 223,007
B4.243 Tech-Prep Edutalion 1,443,851 1,101,772
84,255 Lite Skills for a Cime-Free Liletime 195,108
B4.265 ¥R Training 62,024
B4.258 Federat Direct Student Loans 94,603,545
B4.2681 Efsenhawer Prof Developman Slale Grant 11.105 8442
84,282 Charler Scheals 2,602,708 2,512,844
84287 ‘Twenly-Firsi Cenlury Communily Leaming Cenlars 6,349,017 5,035,050
24.298 State Granls for enovalive Programs 1,982,247 1,494,847 v
84,318 Etfucalion Tachnology Slale Grants 3.439.614 3285544
64,333 Spocial Ex Siake Parsanne! Davalopment - RED TIBET4 286,852
84.325 Spacial Ed_Personne! Praparalion lo lmprove Sendces and Resulls for Children wilh Disabiities L]
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B4.326 DealiBlind Cenlers 210574
84,330 Advanced Placermenl Fee Payment Pogrem 20,858
B4.331 Granis to State for Workplace and Caommunily Transilion Training lef Inzarcaraled Youth Clenders 107,163
B4.332 Comprabensive Schoo! Relarm Demansiralion 211,236 2022025
B4.334 Galning Ezatly Awarenass and R Tor Und Prog R&DH 2,883,770
B4,335 Child Care Access Means Parents in School - RAD 77.507
B4.338 Teacher Qualily Enhancement Grants - RED 1,638,580 545,718
B4,346 Career Resource Nelwork Slale Grant 25878
64.350 Transiifon lo Teaching 134,476 4540
B4.357 Reading First Slale Granls 6,788,267 5,724,005
64.358 Rutral Eduealion Achlavemeni Program 31,849 22524
84,358 ‘Early Reading First - RED 529,032 527,516
84.365 English Languzge Acquisition Grams 2.368,821 2.261.789
B4.366 Malhemalics & Science Parnarshia O58,357 781,227
84.367 Irmproving Teacher Quatily Slalz Gran's 22 213,447 20,577,863
64.369 Granis for Stale Assessments and Related Acliviltes 7.4B0,529
84.902 Naliena! Assessment of Educallonal Progess 64,596
84,928 Nalional Wiiling Projeci Modal - RAD 48,853
84.938 Emergency Impact Ald for Displaced Studenis 500,900 900,800
TOTAL DEPARTMENT OF EDUCATICN B0Z,183,046 301.833.450
ELECTION ASSISTANCE COMMISSION
Direct:
o0.401 Hefp America Vote Act Requiramenls Paymenls 2,728,238
TOTAL ELECTION ASSISTANCE COMMISSION 2, 725238 -
DEPARTMENT OF BEALTH AND HUMAN SERVICES
Direct:
83,000 Non-eatatog miscellaneous - RED 2,971
83.000 Non-catatog miscellaneous - RAD B2.804
83.000 Non-cataleg miscellaneous - RED 228,055
93,000 Non-aiatog miscellaneous - R&D 502,308 45,382
23,000 Non-catzleg miscellanenus - RED 53,888
23,000 Non-catslog miscellaneous - RAD 250,537
$3.000 Clinleal Laborsiory Improvement 224,374
53,000 Nallonat Center for Health i {vilal Cr Program) 223,202
=3.000 Adull Lead Survelliance 18,B32
83.000 MSOA 95216
£3,003 Pubile Heallh and Soclal Services Emargancy Fund 4,377,767
93.041 ‘File Vit: Prevenilon of Elder Abuse, Neglect, and Explilatian 44,105 44,108
93,042 Tilla Vil: Long Tem Care Dmbodsman 103,547
83,043 Tille IID: Disease Prevenlion and Health 164,942 184,942
Aging Cluster;
03,044 Spectal Programs for (he Aging - Tille 11, Parl B - Grants for Supporlive Sendces and Semiar Centers 3408504 3,285,872
93.045 Speclal Programs for the Aging - Tille 11, Parl G - Nulrition Services 520417 5,052,138
93,053 Nuteilion Services incenlive Pregram 4,824,178 1,824,172
Tolal Aging Ctuster 10,850,950
93.045 Tille v and Tille If Discretionary Projetts (SMP) 38,388
93,051 Azheimer's Digemsa Demansiralion Sant bR 73,992
93.082 Nalional Farmily Caregiver Supporl 1.230,054 1328290
93.103 Foed 2nd Drug Adminislrelion - Research - RED 50,945
53,110 Maternat and Child Heallh Federa? Cansclidaled Pragrams - R&D 243,844
93.113 Hinlogical Riasponsa lo Envimnmenta Heallh Hazerds - RAD 314,205 37,858
83.116 Projedt Grants and Ce A Tor Tub: s Control Programs 385,608 113,888
63,124 Nurse Anesthelisl Traineaships -RE0D 7.719
93127 Emamency Medical Serces for Children 179,143
93,130 Primary Care Senires Resource Coordination and Development 111,448
53.138 Injury Prevention and Contraf Research and State and Communlly Basad Programs 685,346 9,658
93.150 PATH Block Geant - Assistance 365,842 350,944
53.157 GCenters of Excelance - RRD 417,705
83.165 Grants lo Stales for Loan Repaymen| Program 70.000 70,000
$3.173 Hesearch Relaled to Dealness and Cornmunication Disorders - RAD 995.841
93,184 Disatilifies Prevention 160,220
93.129 Health Education and Training Cenlers « RAD 50210
03,181 Altied Heallh Spacial Projecls - R&D 1,752
93.192 Quentin N. Burdick Pragrams for Rural Interdisciplinary Training - R0 14975
23.487 Chitdhood Lead Polsoning Prev. Projects & Surveillznce of Blood Levels 483,652 141,808
g3.2n Rural Telemedicing Granls - RAD 108,428
93213 Research and Training i G v and Al iy RED 132,104
a7 Family Planning - Servicas 2,439,631 2273.701
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93.224 Communily Healih Centers 541,207 72,000
83.230 Kansas Inlrasirueiure Grant - RAD 154,179
g3.zn Epldemio’ogy Cooperalive Agreements 100,000
53.234 K5 Traumalic Brain Injury Systems Davelopmant 113,588
53.235 Abstinence Eduealion Prograrm 317,360 207.708
83330 Child Welfare Wrap-Around Servea Delivery 7554 233810
93241 Rural Heallh Oplians Fiax Pragram 458,243
93242 Menlal Haalh Rasaarch Granls - RED 218,574 688
93243 Drrug/Aleohat Services Info Sysiems Contract (DASIS) Synelics 15,604
92251 Universs) Newborn Heanng Screaning 294,183 71,500
93253 Paisan Cenirol Siabillzalfon and Enkancement Granls - RED 32389
93255 Stala Planning Granl - R&D 164,775
93.250 Aural Access o Emergency Davices 151,199 151,193
93.264 Hurse Facully Lazn Frogram 18,834
§3265 Comp! Program (CGEP) - R&D 45401 37,000
53268 Immunization Grants 2325327 373293
83273 Afcohol Research Programs - RAD 362,831 48,368,
83277 Career Developmenl Awards - R&D 1,182
B3ZT9 Drug Abuse Research Programs - R&D 279,028
S3Z83 Cenlers lar Digease Contml and Prevention - Investigations 2nd Technical Assisiance - RED 15,675,659 5,557,375
93301 Small Rural Haspilal Improvement Grant Program §BE,B03 BZ3 460
93308 Comparalive Mediclne - RAD 45,220
83,342 Heafth Professions Stedenl Loans: B57.484
83,358 Advanced Education Nutsing Traineeships - RAD 13,353
03359 Nurse Educalion, Praclice znd Releniion Grans - RED 21,114
B3.361 Nursing Research - RAD 548,086
93354 Mursing Sludeni Loans 204333
53.289 Natioral Certer for Ressarch Resources - RAD 4,636,460 1,256,451
¥3.2890 Funclional Anslysis of Prolein - RED 34,887
53393 Gancer Causs and Preventian Research - RED 410,075
53,385 Canger Taimenl Research - R&D 79,120
93.3268 Cancer Blology Research - RAD 151,581
93,399 Cancer Conlral - R&D B2,1B3
93556 Promoling Safe and Slable Famiies 2,736,158 2.Y36,165
93,558 Temporary Assislance for Needy Famifles 80,765,141 57,935,306
03563 Child Suppori Enforcament 36,964,167
3.568 Refugee SocTal Sanvcas 343,532 124,764
93.568 Low-Income Homa Energy Assislance 28,414,002 28,552,708
93,569 Cammunily Sarvices Block Grant 5,001.121 4837138
83,570 NYSP Suppor Senice 75,604
83571 Communfty Services Black Grant Discretionary Awerds: Communlly Foed and Nulrilion 54,421 54,421

Child Car= ang Development Fund Cluster

93575 Child Czare and Developmen| Block Grant 40,748,072 22,320,316
83595 Ghild Gare Mandsiory and Maiching Funds of the Child Care and Development Fund 25,514,080 35,003,866

“Totat Child Cara znd Devalopmenl Fend Clusiar 57,263,152
53576 Retugee and Entianl Assisiance - Discralionary Grants 55,254 20,96%
23,586 Siale Courl Improvemenl Program 73,103
93550 Community-Bysed Child Abuse Prevenlion Granls 1,237,364 857770
93597 Grants lo Slales for Access and Visilalion Programs 120,057 1gn?
93,599 Chates Educalion and Tralning Vauchers Program {ETV) 344,545 344,229
83,600 Head Starl 429,405
93.603 Adoption Yncantive Progrem 516.888 2503
93.617 Voling Actass for Individuals with Disabiltles (VOTE) 2,049
03,530 Devalopmanta| Bisabiilty Counclls Granl 471854 102,342
03,632 Unversily Centers lar Excellenca in Developmental Disabillizs Education, Research, and Service - R&D 8112
93.643 Chitdren's Justica Assistance 214,848 85,084
93,645 Chitd Welfare Senvices - Stale Granls 2578152 2,678,152
83847 Soclal Services Research and Demansiration - RED B58,335
83,658 Fastar Care - Tille M-E 31,771.102 11,906,629
93.659 Adoplion Assislance 10,708,120 10,323,434
53667 Sotal Services Black Gram 23,353,633 47,750,963
53669 Child Abuse And Negled Slale Granls 288,011 178,926
93670 Child Abus= and Negied! Discrelionary Acliviliss 425493 =0
3671 Family Violznta Prevention and Services 1,091,965 1,049,593
93674 Chales Fosler Care Indepandence Program 1.752.801 1,566,285
03,757 Slale Children's Insuranca Pragram 43,501,717
93768 Ticke! lo Werk trfrastructure 92,345 27,000

Medicaid Clustor:

93.775 Slale Matlicaid Fraud Control Unil £11.595
w77 Slale Survey and Certifizalkan of Heallh Care Providers and Suppliers 6,595,735
93778 Medlical Assistanca Program 1,438,535,532 325,681,143

Total Madicatd Cluster

1,445,743,923
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93,779 Centers lor Medicare ard Medicaid Services (CMS) F Der 15 and B 8 1.114,748
93.756 Stale Pharmaceulical Assistance Program {SPAP) 22,348
93.821 Cell Biolagy and Biophysics Reseamh - R&D 113,951
93822 Haalh Carears Dpporiunily Program - RAD 2325
93.837 Haar and Vascular Ofseases Researeh - RED 403,774 4,252
93.838 Lung Diseass Research - R&D 316,444
93,839 Bfood Disaases and Resources Research - R&D 448223
93,5646 Arbrilis, Musculastetalal and Skin Diseasss Regsarch - RED 25815
83.647 Diabetes, Endocrnology and Mstabafism Research - RED 46574
93.648 Digestive Diseases znd Nuldlion Resazrch RO 44,768
53.849 Hldnz=y Diseases, Urology, and Hemalolagy Research - RED 935,302 - 208731
93.833 Exlamural Reszarch Programs in the Neumsciences and Neurologita! Disorders - RED 645,182 5,828
92.854 Neurological Disorders and Simke - RAD 42428
93.855 Allergy, and Transplantation F -RAD 338,070
03,858 Micmobinfogy and Infaciious Diseases Research - RED 588,658 21.900
93.858 Biomedical Research and Research Training - RED 1,566,057 63,101
93.852 Genetics and Devalopmental Biology Ressarch and Reszarch Training - R&D 253,926
93,864 Population Resaarch - R&D 47129
93.865 Child Hzalth and Human Developmeanl Extramural Research - RAD 373,677
93.866 Aging Research - RED 109,954 52,174
93,667 Visian Research - RAD 1,335420
93.6684 Granls for Residency Training in Ganeral Inlemal Medieina - R0 327,804 1B 638
9a.887 Heallh Care and Cther Facififies - R0 499,727
93.8R9 Matiotial Blolemorism Hospilal Preparedness Program - R&D 117,324
93.694 Resaurce and Manpower Devalopment in the Enviranmental Haalih - RAD 84,287
|3.m13 Grznls lo Slales for Cperalions of Ollices of Rursl Health 174,801
92917 HIV Cara Formula Grants 3,719,298 481,582
§3.925 Schalarships lor Heallh Professinns Studenls from Disadvantaged Backgrounds - RED 75533
03,979 Cenler for Medical Rehabililatlion Resaarch - RAD 12875
93.934 Fogarly Ri Col Award - RED 76,459
93.938 Improving the Hilh, Ed, & Wei-being of youlhs ihnt Coord. Schl, Hith, Prgs 455,963 34,450
53,940 HIV Prevenlian Aclivilles - Health Depariment Based 1,939,047 975.118
53.944 HIVIAIDS Surveillanca 132,575
53.645 Assislance Progrems for Chranle Disease Prevention & Coniro! 519,765
53.852 Trauma Care Systems Planning snd Davalapmant 21,754
53,958 Block Grants lar Communily Menlal Heallh Services 3,278,844 2,783,742
93,959 Brock Grants lor F 2nd Ti | of Abuss 12,174,605 1D,E00,522
53,969 Gerizlric Educalion Cenlers - R&D 105,400 BE,537
23.977 Prevenlive Heallh Services - Sexually Transmitiad Diseases Conlrol Granls B42,934 257,888
93.988 Cooperalive Agreements for Slale-Based Diabsles Gontrol Frogrems and Eval. Of Surv. Syslems 891385 375,000
93.991 Frevantive Heallh and Heallh Senvices Elock Grant 1,472,883 554,001
93.994 Matgraal sad Child Healtk Sanvices Qlock Granl o the Slales - RED 4,557,630 1,741,522
93945 Biolerrorism Grant- R&D JETTE
TOVAL DEFARTMENT OF HEALTH AND HUMAN SERVICES 1,890,B87,602 586,565,680
CORPORATION FOR NATIUNAL AND COMMUNITY SERVICE
Direct:
54,003 Kansas Commission on Nationa! and Communily Service 73,050
24,004 Leam and Serve America: SchookBased Program 330,288 53,085
©4.005 Lezm and Serve Amerll:a—nghat Education - RED 13,000
24,006 Americorps 1,547,334 1,004,272
24,007 Disability Placemenl 38,500
24.009 Program Developmeni Assistance and Trainfng 98,747
Foster Grandparenl/Senfor Compsnion Glusier:
24,011 Fosler Grandparznl Program 521,701
94.016 Senior Companion Program 420,515
Tolal Fosler GrandparentiSentor Companian Cluster 1,021,316
94.367 Expl Nail World - R&0 140084
TOTAL CORPORATION FOR NATIONAL AND COMMUNITY SERVICE 3,136,338 1,267,367
SQCIAL SECURITY ADMINISTRATION
Direct:
95.000 Census of Tramalic Occup Fatal 99,445
Disabilily InsurancefSS| Cluster:
96,004 Soctal Securily - Disabillty nsurance 15,012.202 4,269,830
Tolal Disability thsurance/SS| Clusler 15,012,202
TOTAL SOCIAL SECURITY ADMINISTRATIGN 15,111,647 4,265,830
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DEPARTMENT OF HOMELAND SECURITY
Direct:
ar.o0n Non-gatalog miscellzneous - RAD 187,685
97.000 Non-¢atalog miscellsnzcus - RED 47,850
Homeland Securily Cluster:
07.004 State Domastic Praparedness Equipment Support Program 2B,977,105 2B12,E43
a7.087 Hemeland Seeurily Granl Frogram 5530,719 3,511,785
Tolal Homeland Securily Clusier 34,507,824
07,017 Pra-Disatler Miligation {FIM) Compslilive Grants 853,827 853,927
S7.036 Disaster Gran's - Public Assisiance {presidentally declared disasiats) 38,010,041 33,690,850
97.0319 Hazard Miligalion Grant 304217 3.041,552
o97.042 Emergency Managemenl Performance Granls 2,477,719 T43,755
97.051 Slate and Local Al Hazards Emergency Operations Planning 2,92
87,053 Citizen Corps 13,385
97.073 Slate Homeland Securly Program {SHSP) 213,368
a7.074 Law Enfarcement Temorism Pravenlion Program 525.441
TOTAL DEPARTMENT OF HOMELAND SECURITY ¥7,807 480 44,654,833
UNITED STATES AGENCY FOR INTERNATIONAL SEVELOPMENT
Direet;
4.000 Non-talalog miseelfaneous - RAD 749,028 374,086
TOTAL UNITED STATES AGENCY FOR INTERNATIONAL DEVELOFMENT 749,028 374,096
NON-CATALOG MISCELLANECUS
Direct:
05-9120-0945-CA, Arimal iD - Transparialion 126,829
03-572C-1434-CA Anima! 1D - NAIS - Premises Reg. TAITE
05.8720-1450-CA Johne's 2,450
05-8720-7451-CA Serappie 30,101
05-2720-1481-CA FAD{Emargency Management 6,137
7.899 High Inlensily Drug TrafMcking Area Program 3,754,756 1,248,834
10.RDC Non-zalalog miscsliznecus - RAD ast
15.08E lille not provided by sponsar/nol listed on CFDA websile - R3D 72,438 4043
45.BBEN lille nct prewvided by sponsorfnot Hsled on CFDA websilz - RAD J:14
15.88W Naon-zatslog miscellaneous 33418
15.BCY San Juan River Recovery Implementation Program - R&D 38,598
15.FFA W/A-Nol assigned yal - RED 2507
18.FFR fitle not provided by sponsor/nct listed on CFDA wabsite - RAD 43,435
20R00 1ille nol provided by spensor/nol listed on CFDA webslle - RAD 4,501
AINNAD4CCITG NASA - Long Term Micgra Sparwrats - RED 74
A3 NNADACCE4A NASA - Impzcl of Grav on Male Repred - R&D 263,681
93.NG1-CN-35008 NMIH-National Cancer Institule - RAC 50,431
93.N01.CH-35068 NIH-National Cancer fnstilute - RED 102,246
PA.N01-HD-3313 National Cancer Inghiute - RED 2,519
93.N01-HD-3313 National Cancer InsiMute - RED 8,620
Dther {1571N) NHTSA 333,218
SH-08-N-001 Kansas Cotrthovee Securly and Disaster Recovery Profect 25.000
e untnown MAMTC-NIST 140,393
x.unkngwn SEOG Revenue and Expandilures 193,643
seUnknown KRPS-CPB 144,481
weunknawn KRPS Dighal Conversion-CPB 0,000
xeamknown FEMA 128,283
ocunknown Domesiic Cannabls Eradicalion/Suppression Program 3461
weunkngwn . Domestic Cannahis Eradieslion/Supprassian Program 4713
i unkngwn C y Olfgndar Palhways Program 30,693
socunknovn Non-calalog miscellangous~-RED . 15,900
rcunknown Domestic Preparedness Crilical Infrasisuclura Proleclion Graal 8,282
sotunkoown Reimbursemenl from Bureau of Prisons 642,791
xx.unknown Refugee Health Assessments 65,600 65,600
o unknown FARS 3B.056
TOTAL NON-CATALOG MISCELIANEQUS B.7B5 EBE 1318477
TOTAL CASH FEQERAL EXPENDITURES 3733407216 1.204.615,522



STATE OF KANSAS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2005

Raceived Indiraelly

Fadaral GranlorProgram/Pass-Through, Grantor

Ext

Tolal Expendilures by

noiures

1B5,634,580

Fedaral Agancy

13
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397901185 &

Funds Passad o
Subrecipienls

Tolal Funds Passed lo

1204615532 5
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3,919,041,885
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STATE OF KANSAS
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended June 30, 2006

General
The accompanying schedule of expenditures of federal awards presents the activity of all federal

award programs of the State of Kansas (the State). The State’s financial reporting entity is described
in Note 1 of the State’s basic financial statements.

Basis of Presentation

The accompanying schedule of expenditures of federal awards presents total federal awards
expended for each individual federal program in accordance with Office of Management and Budget
(OMB) Circular A-133, Audits of States, Local Governments and Non-Profit Organizations. Federal
award program titles are reported as presented in the Catalog of Federal Domestic Assistance
(CFDA). Federal award titles not presented in the catalog are identified by Federal agency number
followed by (. XXX) or (.000).

Basis of Accounting

Except for certain noncash federal award programs, the accompanying schedule is presented on a
cash basis of accounting. Commodity food distribution is presented at the value assigned to the
commodities by the federal granting agency, Food stamps are presented on the basis of the
redeemable value of the food stamps distributed. Higher Education Act insured loans and revolving
fund loans are presented on the basis of the amount of loan awards.

Student Financial Assistance Programs

Federally funded student financial assistance programs are administered for the State of Kansas by
the various Board of Regents institutions. The programs at each institution are administered
separately from those of any other institution. Total fiscal year 2006 expenditures for each program
are presented below:

CFDA #
84.007 Federal Supplemental Education Opportunity Grants $ 2,050,759
84.032 Federal Family Education Loan Program 133,962,614
84.033 Federal Work-Study Program 3,639,931
84,038 Perkins Loan Program-Federal Capital Contributions 3,629,257
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STATE OF KANSAS

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

(Continued)
4 - Student Financial Assistance Programs (Continued)
84.063 Federal Pell Grant Program $ 41,460,834
84.268 Federal Direct Student Loans Program 04,603,546
93.342 Health Professions Student Loans, Including Primary
Care Loans/Loans for Disadvantaged Students 867,484
93.364 Nursing Student Loans 204,339
93.925 Scholarships for Health Professions Students from
Disadvantaged Backgrounds 75,533

Federal Family Education Loans, Federal Direct Student Loans and Health Professions Student
Loans are made by financial institutions rather than by the educational institution.

5 - Revolving Loan Fund

The Community Development Block Grant (administered by the Kansas Department of Commerce),
the Water Pollution Control Revolving Fund and the Public Water Supply Loan Fund (both
administered by the Kansas Department of Health and Environment) are revolving loan funds. The
value of the loans associated with these programs is summarized as follows:

Cornmunity Development:
Block Grant Loans

Waier Pollution Contrel
Revolving Fund

Public Water Supply
Loan Fund

CFDA July 1, 2005 June 30, 2006
Number Balance New Loans Repavments Balance
14.228 $ 16,523,911 $ 2,182,873 $ 3,788,361 $ 14,918,423
66.458 475,099,129 55,794,616 31,715,541 499,178,204

66.468 188,923,635 43,456,362 14,970,456 217,409,541
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STATE OF KANSAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Fiscal Year Ended June 30, 2006

Section I - Summary of Auditors’ Results

Financial Statements

Type of auditors’ report issued: Ungualified

Internal control over financial reporting:

Material weakness(es) identified None
Reportable conditions identified that are not
considered to be material weaknesses None reported
Noncompliance material to financial statements noted: None
Federal Awards
Type of auditor’s report issued on compliance
for major programs: Qualified — Noncompliance:
Temporary Assistance for Needy
Families
Unqualified:

All Other Major Programs

Internal control over major programs:

Material weaknesses identified None
Reportable conditions identified that are not considered
to be material weaknesses None reported

Audit findings disclosed that are required to be reported
i accordance with Section 510(a) of Circular A-133 Yes
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STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

(Continued)

Section I - Summary of Auditor's Results (Continued)

Identification of the State's major programs:

Name of Federal Program

Section 8 Housing Cluster

Community Development Block Grant/State’s Program
Unemployment Insurance

Improving Teacher Quality State Grants

Temporary Assistance for Needy Families

Child Support Enforcement

Low-Income Home Energy Assistance

Block Grants for Prevention and Treatment of Substance Abuse
State Children’s Insurance Program

Medicaid Cluster

Social Security — Disability Insurance Cluster
Additional Selection:

Migrant Education-State Grant Program

Dollar threshold used to distinguish between Type A and
Type B programs

Auditee qualified as a low risk auditee?
Section II — Financial Statement Findings

None reported.

CFDA Number

14.182, 14.195, 14.249, 14.856
14.228

17.225

84.367

93.558

93.563

93.568

93.959

93.767

93,775, 93.777,93.778
96.001, 96.006

84.011

$ 11,757,126

Yes

Section III ~Findings and Questioned Costs for Federal Awards

Finding No. 06-1

Federal Program — Section 8§ Cluster (CFDA No. 14.195), U.S. Department of Housing and Urban
Development, Kansas Housing Resources Corporation (KHRC), All Grant Awards

Cause and Condition — KHRC contracts for certification services with EPS, Inc. A complete independent
review of the controls related to the certification services provided by EPS, Inc. has not been performed by a

third party and a SAS 70 report has not been received.
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STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. 06-1 (Continued)

Criteria — A SAS 70 Type IT Service Auditors® Report is required for any contractor that is providing
processing services, in this case processing certifications for KHRC. The SAS 70 Type II Service Auditors’
Report provides the auditors’ opinion on the internal controls placed in operation by the contractor. The
report also states whether the auditors believe that the controls are designed and operated with sufficient
effectiveness to provide reasonable assurance that control objectives would be achieved.

Effect — Resident certification and recertification data and voucher data are processed by EPS, Inc. If the
proper controls are not in place and are not being adequately monitored, data may be incorrectly processed.

Questioned Costs — Unknown

Recommendation — KHRC performs an infernal review of EPS, Inc. However, KHRC should require that
EPS, Inc. provide a SAS 70 report on internal control over its Tenant Rental Certification System
(CaTRACer), which is used to meet KHRC’s processing and reporting requirements of its contract with the
U.S. Department of Housing and Urban Development. Additionally, as future contracts are negotiated with
EPS, Inc. for services, the requirement for an annual SAS 70 report should be included as a contract
provision.

Auditee Contact - Susan M., James, CPA, Controller, Kansas Housing Resources Corporation

Management’s Response/Corrective Action Plan (Unaudited) - KHRC talked with EPS, Inc. abouta SAS 70
report for its TRACS, and agreed fo the following corrective action:
1. EPS, Inc. will make every effort to provide a Type I SAS 70 report by the end of KHRC’s 2007
fiscal year (June 30, 2007).
2. For KHRC’s fiscal year 2008 and each year thereafter that EPS, Inc. performs processing services for
KHRC, EPS, Inc. will provide a Type It SAS 70 report.
KHRC will add an addendum to its current contract requiring EPS, Inc. to provide SAS 70 reports as noted
above. This contractual provision will be included in future contracts for processing services.

Finding No. 06-2
Federal Program — Community Development Block Grants/State’s Program (CDBG) (CFDA No. 14.228),

U.S. Department of Housing and Urban Development (HUD), State of Kansas Department of Comimerce,
All Grant Awards
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STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. 06-2 (Continned)

Condition — In June 2006, HUD conducted an on-site monitoring review of the State of Kansas CDBG
program. This review cited five findings related to the environmental review process. These findings put the
State of Kansas at risk of noncompliance with the National Environmental Policy Act and other
environmental laws and regulations.

Criteria — The State of Kansas must be in compliance with HUD regulation 24 C.F.R. Part 58§,
“Environmental Review Procedures for Entities Assuming HUD Environmental Responsibilities™.

Cause — The CDBG program was not being adequately monitored to ensure it was operating in compliance
with the applicable HUD’s regulations.

Effect — Noncompliance with the HUD regulation counld result in a reduction of HUD assistance or other
similar sanctions against the program.

Questioned Costs — Unknown

Recommendation — The State of Kansas should work with HUD to resolve all deficiencies noted in the
review and develop a plan to eliminate the chance of reoccurrence.

Auditee Contact - Raymond Hammarlund, Director, Kansas Department of Commerce, Community
Development Division '

Management's Response/Corrective Action Plan (Unaudited) — The State of Kansas Department of
Commerce has responded to HUD’s findings and is implementing HUD’s suggestions which include
providing additional fraining to grantees, revising grant award documents and intensifying scrutiny of
projects to ensure that all environmental regulations have been followed.

Finding No. 06-3

Federal Program — Migrant Education-State Grant Program (CFDA No. 84.011), U.S. Department of
Education, State of Kansas Department of Education, Grant No. S011A050016

Cause and Condition —Key line items reported in the Consolidated State Performance Report: Part I 2004-
© 2005 for Migrant Education did not have appropriate supporting documentation. When the report was
originally prepared, the query output was not printed or kept in electronic format as support for the data
reported. The report was recreated from the KSMN database during testwork, but since this report is created
from a real-time database, the key line items did not match the data originally reported.
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STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. #6-3 (Continued)

Criteria — The State should maintain records that accumulate and/or summarize the information reported.
Effect—Key line items could have been reported incorrectly without the ability to be reviewed for correction.
Questioned Costs — Unknown

Recommendation — We recommend that the State maintain original supporting documentation for the
information reported in the Consolidated State Performance Report.

Auditee Contact — Judi Miller, Assistant Director, Department of Education, State and Federal Programs

Management s Response/Corrective Action Plan (Unaudited) — The Kansas State Department of Education
believes it has the appropriate supporting documentation for reports filed with the U.S. Department of
Education. The data reported in the Consolidated State Performance Report: Part II 2004-2005 is actvally
supported in different ways. The data for the report comes from the Kansas Migrant Student Network
(KMSN). This database contains all students determined to be eligible for migramt services. The
determination of eligibility is handled through the recruiting and Certificate of Eligibility (COE) review
process. Once a student is determined to be eligible, his or her information on the COE is entered into the
database. For every student in the database, there is a COE identifying when eligibility began with the
Qualifying Arrival Date (QAD), The information on the COE is entered into the database by the COE
approval office. The Kansas State Department of Education maintains all COEs for 10 years as required by
the Migrant Education Programs non-regulatory gunidance. To verify the data reported on the report, COEs
could actually be pulled and counted to determine which students were eligible during a specified time
period.

Throughout the year, the database coordinator continually reviews the data in the database to ensure that the
migrant projects are entering the priority for services and other school data. She sends projects notices when
there is little activity; she checks for consistency of data; and she provides technical assistance and
troubleshooting for issues relating to the database.

Since the database is real time, the programmer who prepares the data for the Consolidated State
Performance Report developed “Stored Procedures” for each year’s report. The stored procedures detail the
programming language for SQL so if reports need to be run again, the specific parameters remain consistent.
The data itself may vary should recruiters find and identify students as migrant whose qualifying arrival date
fell within the parameters of the reporting period.
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STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. 06-4

Federal Program — Improving Teacher Quality State Grants (CFDA No. 84.367), U.S. Department of
Education, State of Kansas Department of Education, Grant No, S367A050015A

Cause and Condition — The U.S. Department of Education conducted a review of the Improving Teacher
Quality State Grant in December 2005 for State fiscal year 2005 and prior years. As aresult of this review,
they cited that “the State is using enroliment data, not the required Census residence data, for the part of the
allocation of funds based on numbers of children ages 5-17 who reside within the LEA.” During our audit,
the same condition was noted.

Criteria — As required in §2121(a)(3) of the Elementary and Secondary Education Act {20 USC 6621(a)}, in
any year in which the amount available in the State for LEA grants exceeds the sum of the “hold harmless”
amounts for LEAs, the SEA distributes excess funds based on the following formula:

e 20 percent of the excess funds must be distributed to LEAs based on the relative number of
individuals ages 5 through 17 who reside in areas the LEA serves (using data that are determined by
the Secretary to be the most current); and ‘

o 80 percent of the excess funds must be distributed to LEAs based on the relative numbers of
individuals ages 5 through 17 who reside in the area the LEA serves and who are from families with
incomes below the poverty line (also using data that are determined by the Secretary to be the most
current).

Effect — The funds allocated to the LEAs under this grant are incorrect.
Questioned Costs — Unknown

Recommendation — The Kansas Department of Education should implement procedures to address the
specific recommendations provided by the U.S. Department of Education.

Auditee Contact — Judi Miller, Assistant Director, Department of Education, State and Federal Programs

Management’s Response/Corrective Action Plan (Unaudited) — As requested by the United States
Department of Education, the Kansas State Department of Education re-ran the Title IT, Part A allocations
for the 2005-06 school year to document that they could be computed correctly. No actual adjustments were
made to the original allocations. Excess funds allocated to LEAs for the 2006-07 school year were
computed correctly, based on Census residence data and not enrollment data, as required by the Elementary
and Secondary Act.
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STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued})

Finding No. 06-5

Federal Program — Improving Teacher Quality State Grants (CFDA No. 84.367), U.S. Department of
Education, State of Kansas Department of Education, Grant No. S367A050015A

Cause and Condition — The United States Department of Education conducted a review of the Improving
Teacher Quality State Grant in December 2005. As a result of this review, they cited that “Kansas began
testing new teachers in the core academic content areas in 2002, but did not establish passing scores until
January 2005. The KSDE considers teachers who took the content assessment during this period—referred
to as the “no fault testing group™—as highly qualified. Furthermore, the State did not include special
education teachers in its HQT procedures until the 2006-2007 school year. Because of these issues, the State
cannot provide assurances that districts hire only highly qualified teachers (including special education
teachers, as appropriate) when using funds to reduce class size.”

Criteria — As noted in §2123(2)(2)(B) of the Elementary and Secondary Education Act {20 USC 6623(a)},
districts are allowed to use Title IT, Part A funds to recruit and hire highly qualified teachers to reduce class
size. '

Effect — The State is not able to assure that districts are hiring qualified teachers to reduce class size.
Questioned Costs — None,

Recommendation — The Kansas Department of Education should implement procedures to address the
specific recommendations provided by the United States Department of Education.

Auditee Contact — Judi Miller, Assistant Director, Department of Education, State and Federal Programs

Management's Response/Corrective Action Plan (Unaudited) — The Kansas State Department of Education
will implement the following procedures to ensure that only highly qualified teachers are hired.

The listing of schools that are utilizing Title II-A funds to reduce class size will be collected and submitted
to teacher licensure. They will analyze the teacher licensure report and notify the State and Federal Programs
office if any of these schools have teachers who do not meet the highly qualified criteria. The State and
Federal Programs office will contact and work with the superintendent and principal regarding the situation.
The district will provide KSDE with verification that the teachers who are not highly qualified are being
funded through a source other than Title II-A. '
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STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
{Continued)

Finding No. 06-5 (Continued)

To be proactive, the Kansas State Department of Education will reissue its guidance to districts regarding the
highly qualified teacher requirements for teachers hired with Title II-A funds for reducing class size. As
appropriate, workshops and meetings will be held in which highly qualified teacher requirements will be
discussed.

Finding No. 06-6

Federal Program — Temporary Assistance for Needy Families (TANF) (CFDA No. 93.558), U.S,
Department of Health and Human Services, State of Kansas Department of Social and Rehabilitation
Services (SRS)

Condition - Four of the twenty-three case files tested for eligibility determinations did not contain
verification that there was a minor child in the household.

Criteria — To be eligible for TANF “assistance” as defined in 45 CFR section 260.31, a family must include
a minor child who lives with a parent or other adult caretaker relative, The child must be less than 18 years
old, or, if a full-time student in a secondary school (or the equivalent level of vocational or technical
training), less than 19 years old. Documentation of the existence of a minor should be kept in the cage files.

Cause — Case files are not reviewed to ensure that proper supporting documentation is maintained.

Effect— The TANF participants tested may not have aminor child in the household and, as a result, benefits
may be paid to someone not eligible for the program.

Questioned Costs — $16,197,227 (includes $11,916 of known questioned costs and $16,185,311 of likely
questioned costs ($11,916 known errors divided by $47,019 of TANF participant payments during State
fiscal year 2006 in our sample population multiplied by $63,865,150 of total population TANF participant
payments during State fiscal year 2006).

Recommendation — The State of Kansas should implement controls that would insure that the appropriate
documentation is maintained in the case files as support for the State’s eligibility determinations.

Auditee Contact — Mary S. Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executive/Director, Department
of Social and Rehabilitation Services, Office of Audit and Consulting Services
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STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. 06-6 (Continued)

Management’s Response/Corrective Action Plan (Unaudited) — SRS disagrees with this finding as there is
no federal requirement that such birth or other documentation be provided or maintained to verify that the
household contains these children. Lacking any regulatory or statutory cite to the contrary, SRS believes that
eligibility for these cases was determined correctly.

Finding No. 06-7

Federal Program — Temporary Assistance for Needy Families (TANF) (CFDA No. 93.558), U.S.
Department of Health and Human Services (HHS), State of Kansas Department of Social and Rehabilitation
Services (SRS)

Condition — In January 2007, the HHS Kansas City Office of the Administration for Children and Families

was made aware of allegations that Region VII of the State of Kansas Department of Social and

Rehabilitation Services had been misusing monies earmarked and allocated for TANF purposes. The

allegations state that the Region may have diverted TANF monies to purchase contracted services to
-primarily assist certain applicants and recipients in achieving their quest for Social Security eligibility. Final

information is not yet available regarding amounts and dates of the alleged misuse.

Cause — The cause has yet to be determined.

Effect — The State of Kansas risks reduced funding and could be required to refund amounts to HHS.

Questioned Costs — Unknown

Recommendation — SRS should continue to work with HHS to verify the misuse and take the appropriate
actions as directed by HHS “to determine the total amount of misused TANF funds in any Region within the
State of Kansas™.

Auditee Contact - Mary S. Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executive/Director, Department
of Social and Rehabilitation Services, Office of Audit and Consulting Services

Management’s Response/Corrective Action Plan — SRS will cooperate with HHS in resolving this issue.
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STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. 06-8

Federal Program ~ Child Support Enforcement (CSE) (CFDA No. 93.563), U.S. Department of Health and
Human Services, State of Kansas Department of Social and Rehabilitation Services (SRS)

Condition — One of the twenty-three case files tested did not contain documentation of eligibility for CSE
benefits.

Criteria— 42 USC 608(a)(3) and 45 CFR section 302.33(a) list four specific eligibility criteria: a) individuals
applying for or receiving TANF benefits for whom an assignment of child support rights has been made to
the State; (b) non-TANF Medicaid recipients; (c) former Aid to Families with Dependent Children/TANF,
Title IV-E, or Medicaid recipients who continue to receive child support enforcement services without filing
an application; and (d) individuals needing such services who have applied to a State child support
enforcement agency. The appropriate related documentation, such as the application, should be maintained
to support the determination that the participant was eligible for one of the reasons listed above.

Cause — The custodial parent did not complete an application.

Effect —Verification of the initial eligibility determination of the participant is not possible since the required
documentation was not maintained in the case file.

Questioned Costs — Unknown

Recommendation — The State of Kansas should implement controls that would verify that the appropriate
documentation is maintained in the case files as support for the State’s eligibility determinations.

Auditee Contact —Mary S. Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executive/Director, Department
of Social and Rehabilitation Services, Office of Audit and Consulting Services

Management’s Response/Corrective Action Plan (Unaudited) — Kansas Child Support Enforcement
appreciates the opportunity to review and respond to the audit findings. Of the 23 cases sampled, one
resulted in findings, The case in question was researched and the error was reported to the supervisor for
analysis and resolution. The process to correct the error commenced on October 26, 2006, The signed NA.
application was received on December 5, 2006.

In looking toward the future and seeking improvement, staff will be issued a reminder regarding the

criticality of existing CSE NA application policy. This policy can be found in the Kansas Child Support
Enforcement Manual sections 1310, 1330 and 1360,
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STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. 06-8 (Continued)

Of'the 23 cases sampled by the Single Audit, one error resulted. This represents a compliance rate in excess
of 95%. Child Support Enforcement staff are pleased with the results and are dedicated to striving for
continued improvement.

Finding No. 06-9

Federal Program—Low Income Housing Energy Assistance Program (LIHEAP)(CFDA No. 93.568), U.S.
Department of Health and Human Services, State of Kansas Department of Social and Rehabilitation
Services (SRS)

Condition — The State of Kansas failed to file the Financial Status Report 269 for the year ended September
30, 2005 by the required deadline. The report was due December 29, 2005 but was not submitted until
Febrnary 21, 2006.

Criteria — The FY 2005 grant terms and conditions state that the report is due on an annual basis by
December 29, 2005, which is 90 days after the federal fiscal year-end.

Cause — The State of Kansas failed to monitor grant report due dates.

Effect—The FY 2005 grant terms and conditions state that failure to submit reports on time may be the basis
for withholding financial assistance payments, suspension or termination of funding.

Questioned Costs — Unknown

Recommendation — The State of Kansas should develop a method to track due dates for reporis so that the
reports are submitted timely.

Auditee Contact—Mary S. Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executive/Director, Department
of Social and Rehabilitation Services, Office of Audit and Consulting Services

Management's Response/Corrective Action Plan (Unaudited) — SRS was very aware that report was going to
be late due to turnover in staff who prepared that report and difficulties in the transition of that position. The
position has since been filled and the procedures which led to the difficulties in the transition have been
modified to prevent similar future problems. We believe these procedures have been successful. It is
important to note the FFY 06 LIEAP annual report was due 12/31/06 and was submitted 11/15/06.
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STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. 06-10

Federal Program—Low Income Housing Energy Assistance Program (LIHEAP) (CFDA No. 93.568), U.S.
Department of Health and Human Services, State of Kansas Department of Social and Rehabilitation
Services (SRS), Federal Fiscal Year 2005 Grant Award

Condition — The State of Kansas failed to meet the grant award requirement of including the required
wording on documents containing information on the program.

Criteria — The FY 2005 grant terms and conditions state that statements, press releases, requests for
proposals, bid solicitations and other documents describing projects or programs funded in whole or in part
with Federal money shall clearly state the percentage of the total costs of the program or project which wili
be financed with Federal dollars, the dollar amount of Federal funds for the project or program, and the
percentage and dollar amount of the total costs of the project or program that will be financed by
nongovernmental sources.

Cause — Specific grant conditions listed in the grant award package were not provided to the grant’s Program
Manager. Accordingly, the Program Manager was not aware of the wording requirements.

Effect -By not following the terms and conditions outlined by the grant award, the State of Kansas may
jeopardize potential future funding from HHS.

Questioned Costs -- Unknown.

Recommendation— The State of Kansas should perform a review of all documentation being released to the
public to ensure that it contains the required wording. The State of I ansas should also ensure that all parties
working with the program are aware of the additional terms and conditions listed on the grant award or in the
compliance supplement.

Auditee Contact—Mary S. Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executive/Director, Department
of Social and Rehabilitation Services, Office of Audit and Consulting Services

Management’s Response/Corrective Action Plan (Unaudited) — SRS’s failure to include appropriate
wording on the documents referenced was also related to the turnover of staff and the transition to replace
that position. The material containing this stipulation was part of award notifications and were not reviewed
due to the vacancy referenced. The new procedures and confrols that have been established will prevent
this from happening in the future.
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No. 06-11

Federal Program — Block Grants for the Prevention and Treatment of Substance Abuse (SAPT) (CFDA No.
93.959), U.S. Department of Health and Human Services, State of Kansas Department of Social and
Rehabilitation Services (SRS) '

Condition — Line 12 of the Financial Status Report 269 for the period October 1, 2004 to September 30,
2005 did not provide the dates of the last obligation and last expenditure.

Criteria — The grant award states that the dates of the last obligation and last expenditure must be
documented on line 12 of the Financial Status Report 269.

Cause - The report was not prepared following the requirements of the grant award.

Effect — This information is used to determine if the grantee is in compliance with the period of availability
requirement.

Questioned Costs — Unknown

Recommendation — A person other than the preparer should review the reports submitted to ensure they are
complete prior to submission.

Auditee Contact—Mary S. Hoover, CPA, CITP, CIA, CGFM, Chief Andit Executive/Director, Department
of Social and Rehabilitation Services, Office of Audit and Consulting Services

Management's Response/Corrective Action Plan — SRS Health Care Policy (FCP) concurs with this andit
finding, and has already made steps to include the last expenditure and obligation dates on future FSRs. The
date of last expenditure was included on the FSR for the grant period October 1, 2004 through September 30,
2005. HCP tracks the monthly expenditures for each FFY SAPT grant to ensure compliance with the period
of availability requirement.

Health Care Policy will continue to take steps to ensure that both the preparer and reviewer of the FSR 269

are aware of the requirements for Line 12. Instructions regarding this requirement will be added in the grant
notebook.
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Finding No. 06-12

Federal Program—Block Grants for the Prevention and Treatment of Substance Abuse (CFDA No. 93.959),
U.S. Department of Health and Human Services, State of Kansas Department of Social and Rehabilitation
Services (SRS)

Condition — The State of Kansas failed to meet the earmarking requirement for the SAPT program. Only 19
percent of the Federal Fiscal Year 2004 block grant was expended for primary prevention services for
individuals not requiring substance abuse treatment.

Criteria — According to 42 USC 300x-22; 45 CFR sections 96. 124 (b)(1) and 96.125, the State shall expend
not less than 20 percent of SAPT for primary prevention programs for individuals who do not require
treatment of substance abuse. :

Cause — The State did not properly track expenditurés to ensure that the required levels of certain
expenditures were met.

Effect — The State of Kansas SAPT program is not in compliance with the grantor’s earmarking
requirements.

Questioned Costs — Unknown.

Recommendation — Expenditures should be tracked frequently to ensure that funds are being spent in
accordance with the grant requirements.

Auditee Contact —Mary S. Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executive/Director, Department
of Social and Rehabilitation Services, Office of Audit and Consulting Services

Management's Response/Corrective Action Plan (Unaudited) — The application submitted on September 29,
2006, reported that block grant funds in the amount of $2,367,511 were spent on primary prevention
activities. This amount is 19.1% of the FFY04 block grant award. Form 4 of the application also indicated
that $786,355 of state funds were spent on primary prevention.




STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Finding No, 06-12 (Continued)

SRS HCP Addiction and Prevention Services and Management Operations staff consulted with
SAMHSA/CSAP regarding the primary prevention funds in October and November 2006.
SAMHSA/CSAP allowed HCP to journal voucher $124,639 from state funds used for primary prevention to
block grant funds. In early November 2006, revised Forms 4 and 6 were submitted via the BGAS web site.
The revised forms indicate that 20.11% of the block grant funds were expended for primary prevention
activities.

In addition to monitoring and tracking total block grant expenditures and obligations on a monthly basis,
SRS HCP is now tracking the amount expended on primary prevention. At least quarterly, HCP Addiction
and Prevention Services and Management Operations staff are reviewing the expended and projected
amounts in order to ensure that the 20% prevention set-aside requirement is met. The 20% requirement for
the FFY05 award was met, and current expenditures/obligations indicate it will be met for the FFY 06 award.

Finding No. 06-13

Federal Program — Block Grants for the Prevention and Treatment of Substance Abuse (SAPT) (CFDA No.
93.959), U.S. Department of Health and Human Services, State of Kansas Department of Social and
Rehabilitation Services (SRS)

Condition — An audit conducted by the State of Kansas Social and Rehabilitation Services (SRS) Office of
Audit and Consulting Services noted that the Western Kansas Assessment Center (WKAC), a subrecipient of
SRS, failed to comply with the cost principles of OMB Circulars A-133 and A-122 when expending Federal
funds as well as failed to submit audit reports to SRS. The period audited by SRS was January 1, 2001 to
December 31,2004, SRS complied with subrecipient monitoring requirements and in doing so, this instance
is being reported in the State of Kansas single audit report.

Criteria — According to 31 USC 7502(£)(2)(B), pass-through entities are required to ensure that subrecipients
exceeding certain amounts of federal expenditures have met the requirements of OMB Circular A-133
including having audits completed within 9 months of the end of the subrecipient’s audit period. The pass-
through entity is required to issue a management decision on audit findings within 6 months after receipt of
the subrecipient’s audit report, and ensure that the subrecipient takes timely and appropriate corrective action
on all audit findings. In cases of continued inability or unwillingness of a subrecipient to have the required
audits, the pass-through entity shall take appropriate action. SRS is also required to evaluate the impact of
subrecipient activities on the SRS’s ability to comply with applicable Federal regulations.
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Finding No. 06-13 (Continued)
Cause — There is a lack of controls over the grant awards received by WKAC.,

Effect — The Western Kansas Assessment Center used federal funds for unallowable costs for the period
January 1, 2001 to December 31, 2004,

Questioned Costs — $282,213 (Federal portion)

Recommendation — The SRS Office of Audit and Consulting Services is recommending that WKAC
reimburse SRS $349,707 (includes state and federal funds) for the unallowed costs. We understand that SRS
is continuing to pursue this matter.

Auditee Contact—Mary S, Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executive/Director, Department
of Social and Rehabilitation Services, Office of Audit and Consulting Services

Management Response/Corrective Action Plan (Unaudited) — The Western Kansas Assessment Center was
dissolved in 2006. The services performed by the Center were assumed by another subrecipient of SRS
when the organization closed. The Board of WKAC has agreed to pay SRS the balance of their assets in
settlement of this audit. That amount is a little over $20,000.

Finding No. 06-14

Federal Program — Block Grants for the Prevention and Treatment of Substance Abuse (SAPT) (CFDA No.
93.959), U.S. Department of Health and Human Services, State of Kansas Department of Social and
Rehabilitation Services (SRS)

Condition — The SAPT program did not conduct the required independent peer reviews of the entities
providing SAPT services.

Criteria ~ The State must provide for independent peer reviews which assess the quality, appropriateness,
and efficacy of treatment services provided to individuals. At least 5 percent of the entities providing
services in the State shall be reviewed. The entities reviewed shall be representative of the entities providing
the services. The State shall ensure that the peer reviewers are independent by ensuring that the peer review
does not involve reviewers reviewing their own programs and the peer review is not conducted as part of the
licensing or certification process (42 USC 300x-53(a); 45 CFR section 96.136).
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Finding No. 06-14 (Continued)

Cause — 'The SAPT program’s Independent Peer Review function has been temporarily phased out due to
internal struggle over how to monitor this function. ‘

Effect — The quality, appropriateness, and efficacy of treatment services provided by the entities are not in
compliance with State and Federal guidelines. Noncompliance could result in a reduction of federal funding,

Questioned Costs — Unknown

Recommendation — We reconumend that the State reestablish an annual review process so that at least 5
percent of the entities providing services in the State are reviewed each year in order for the State to be in
compliance with federal guidelines.

Auditee Contact — Mary S. Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executive/Director, Department
of Social and Rehabilitation Services, Office of Audit and Consulting Services

Management's Response/Corrective Action Plan (Unaudited) —When SRS Addiction and Prevention
Services (AAPS) moved to a managed care system in 1997-1998, the Regional Alcohol and Drug
Assessment Centers (RADAC’s) sent staff with the managed care organization to conduct what was defined
at that time by the State as independent peer reviews. These visits consisted of file and billing reviews.
After the managed care organization was dissolved, the RADAC’s continued these visits, reviewing files and
providing feedback. These visits continued from 1998 through 2001. In 2001, a decision was made to
conduct joint visits with AAPS licensing staff. Between 2001 and 2003, the peer reviews were gradually
phased out. In 2004, a System Redesign project was implemented and the discussion about Quality
Improvement and Independent Peer Review resurfaced. SRS AAPS has recently entered into a contract with
an independent organization to conduct these reviews and plans are to implement the new process by July
2007, '

Finding No. 06-15

Federal Program —Medicaid Cluster (CFDA No. 93.775, 93.777, 93.778), U.S. Department of Health and
Human Services, Kansas Health Policy Authority (KHPA)
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Finding No. 06-15 (Continued)

Condition - During our testwork of cases reviewed at Kansas Foundation for Medical Care, Inc. (KFMC), 2
of the 23 (or approximately. 9%) of the sample case reviews selected for testwork were not completed by
KFMC during the year ended June 30, 2006. The sample pulled would indicate that only 91 % of the cases
reviewed during the state fiscal year were completed within the specified timeframe.

Criteria — The contract between KFMC and the State of Kansas requires that 97% of case reviews must be
completed within 100 days from the date of selection and the results must be reported every quarter.

Cause -KFMC is not sufficiently tracking the deadlines for completion of the reviews.

Effect — These results indicate that KFMC is in violation of the contract with the State of Kansas.

Questioned Costs — Unknown

Recommendation — The State of Kansas should work with KFMC to identify the cause for these delays in

reviewing the case files and KFMC should implement procedures necessary to comply with the contract with

the State of Kansas.

Auditee Contact — Larry Barrett, Audits Manager, Kansas Health Policy Authority

Management's Response/Corrective Action Plan (Unaudited) —- KFMC acknowledges some cases have not

been completed within 100 days, but disagrees with the findings of the audit. The reasons for the

disagreement are below.

1. Confract timeliness is reported quarterly and reflects the total number of reviews completed.
(Performance Indicator Report, Section I-4.) KFMC has reported consistent timeliness performance

above 97%. For the period between the third quarter of 2005 through the second quarter of 2006,
timeliness rates were 99%, 99%, 100%, and 100%, respectively.
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Finding No. 06-15 (Continued)

2, KFMC acknowledges that during the andit that was performed, two cases out of 23 reviewed were not
timely, which calculates to a 91% timeliness rate. However, KFMC beheves these results are not
representative of the overall timeliness rate for two reasons:

a. The sample size was insufficient to determine whether the resulting timeliness rate was significantly
different from the true rate. Even if the contract timeliness rate of 97% were used, sampling 23 cases
from all cases reviewed in the timeframe (approximately 22,000 cases) would cause a 7% margin of
error. Unless the sample rate was lower than 90%, no conclusions can be drawn.

b. The sample 0f 23 cases was not pulled from the entire population of cases. The sample was only from
in-house cases, which are all referred cases. Thus, even if the sample size had been adequately large, it
would only have indicated the timeliness rate for referred cases. Referred cases represent only about
5% of all cases reviewed.

3. XFMC acknowledges there have been late cases. This sometimes occurs due to factors outside of
KFMC’s control. One of the cases identified as late involved a billing inquiry of which KFMC was
waiting on clarification from the Fiscal Agent. KFMC pended the case and, in retrospect, should have
closed the case and reopened when the information came from the Fiscal Agent.

4. It was stated "KFMC is not sufficiently tracking the deadlines for completion of the reviews." KFMC
disagrees with this finding. KFMC concurrently monitors cases daily and weekly. Cases nearing the
timing deadlines are completed first throughout all steps in the review process. KFMC is conscientious
about timing and it is reflected in the performance indicator report.

The State will continue to work with KEMC to ensure cases are completed timely and to improve the
process. '

Finding No. 06-16

Federal Program — Medicaid Cluster (CFDA No. 93.775, 93.777, 93.778), U.S. Department of Health and
Human Services, Kansas Health Policy Authority (IKHPA)

Condition — During our claims testwork during the fiscal year 2004 audit, we noted that the Medicaid
Management Information System (MMIS) system contained no controls to limit the number of surface
repairs paid per tooth to dentists. No similar issues were noted during current year claims testwork, however,
as of June 30, 2005 and 2006, no controls had been implemented to address this finding.
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Criteria — The MMIS system should include edits and controls that identify unusual items, including

safeguarding unnecessary utilization of care or fraudulent claims, for follow up. The State ufilizes the
MMIS system to ensure proper payment of submitted claims.

Cause — There are insufficient edits and controls in the MMIS system to address this specific issue.

Effect — A dentist may file an illegitimate claim for more surface repairs on a tooth than the number of
surfaces that are actually on a tooth.

Questioned Costs — Unknown

Recommendation — We continue to recommend that the State implement controls in the MMIS system that
limit the number of surface repairs a dentist can claim on a specific tooth letter or number.

Auditee Contact — Larry Barrett, Audits Manager, Kansas Health Policy Authority

Management’s Response/Corrective Action Plan (Unaudited) — KHP A updated MMIS policies E2006-38,
E2006-39, E2006-40 and E2006-41, which include tooth surface limitations. These policies are being
implemented in phases and Phase ITI has been delayed due to other priorities. It is expected this final phase
will be implemented before the end of SFY08. Phase ITT will assist in limiting the number of surface repairs
possible. In addition to this planned final policy implementation, exploration of possible system changes
will be done in SFY08 to discover if there is some way to further limit the potential for duplicate billing for
specific teeth.

Finding No. 06-17

Federal Program — State Children’s Insurance Program (SCHIP) (CFDA No. 93.767), U.S. Department of
Health and Human Services, Kansas Health Policy Authority (KHPA), All Grant Awards

Condition — KHPA was unable to provide copies of the SCHIP award letters.

Criteria — The SCHIP award letters and related documents provide guidance to DHPF personnel on the
management of the program, including award amounts and funding periods.

Cause — The letters were misfiled and unable to be found.
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- Effect — KITPA could be unaware of compliance requirements stipulated in the grant award letter.
Questioned Costs — None

Recommendation — We recommend that KHP A maintain copies of all award letters received for the program.
Such documentation provides support for the activity of the grant.

Auditee Contact — Larry Barrett, Audits Manager, Kansas Health Policy Authority

Management’s Response/Corrective Action Plan (Unaudited) — Copies of the two grant award letters for
FYE June 30, 2006, have been located and copies will be provided to Berberich Trahan & Co., P.A. The first
letter covering, The State Children’s Health Insurance Program, appropriation No. 7550515 for $28,476,186
was received Angust 22, 2005. The second letter, The State Children’s Health Insurance Program,
appropriation No. 752-50515 for $(226,580) was received October 4, 2005.

Steps are being taken to insure that the SCHIP award letters and related documents are filed correctly and are
available for reference to KHPA and others. Copies of the two grant award letters received during FYE
June 30, 2006 along with the attachments will be faxed to Berberich Trahan & Co., P.A. onMarch 7, 2007,
In addition, hard copies of these letters were mailed to Berberich Trahan & Co., P.A. on March 7, 2007.

Finding No. 06-18

' Federal Program — State Children’s Insurance Program (SCHIP) (CFDA No. 93.767), U.S. Department of
Health and Human Services, Kansas Health Policy Authority (KHPA), All Grant Awards

Condition — The State of Kansas utilizes a contractor, Maximus, to process eligibility determinations for the
SCHIP program. Historically, the State of Kansas has relied upon the controls of Maximus in the processing
of these eligibility determinations. A complete review of the conftrols related to the eligibility determination
process has not been performed by a third party and a SAS 70 report has not been received.

Criteria — A SAS 70 Type 1L Service Auditors’ Report is required by the State of Kansas for any contractor
that is providing processing services, in this case processing eligibility determinations, for the State of
Kansas’ SCHIP program. The SAS 70 Type 1I Service Auditors’ Report provides the auditors’ opinion on
the internal controls placed in operation by the contractor. The report also states whether the auditors
believe that the controls are designed and operated with sufficient effectiveness to provide reasonable
assurance that control objectives would be achieved.
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Effect— Eligibility determinations for the SCHIP program are processed by Maximus. Ifthe proper controls
are not in place and are not being adequately monitored, eligibility determinations may be incorrectly
processed. '

Questioned Costs — Unknown

Recommendation — The State of Kansas should require that Maximus provide a SAS 70 Type II Service
Auditors’ Report on the internal control over its eligibility determination processing for the SCHIP program.
Any other areas of processing which are significant to the SCHIP program should also be covered by the
report. Additionally, as fufure contracts are negotiated for service organizations to process eligibility
determinations, the requirement for an annual SAS 70 report should be included as a contract provision,

Auditee Contact — Larry Barrett, Audits Manager, Kansas Health Policy Authority

Management s Response/Corrective Action Plan (Unaudited) — The eligibility issues contained in this audit
finding will be addressed in the next Request for Proposal (RFP) with a contractor for Clearinghouse
activities, The RFP covering eligibility issues will be initiated by January 1, 2008 and implemented in the
new contract beginning September 30, 2008.

Finding No. 06-19

Federal Program — Social Security - Disability Insurance Cluster, (CFDA No. 96.001/96.006), U.S.
Department of Health and Human Services, State of Kansas Department of Social and Rehabilitation
Services | |

Condition — In October 2002, the Social Security Administration’s Office of the Inspector General
performed an audit of the State 6f Kansas’ Disability Determination Services program. This review cited
known questioned costs of $201,218 related to unaliowable costs, which have been refunded to the Social
Security Administration, and disputed questioned costs of $4,923,606 related to indirect costs
inappropriately charged to the program.

Cause — According to the Office of Inspector General, the questioned costs were caused by “incorrect

indirect cost allocations, inappropriate non-SSA work cost charges, and inaccurate other nonpersonnel
costs.”
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Effect — The State of Kansas has refunded $201,218 of the wmallowable costs to the Social Security
Administration. The disputed questioned costs related to the indirect costs are currently under appeal with
the Department of Health and Human Services (HHS).

Questioned Costs — $201,218 known questioned costs, $4,923,606 disputed questioned costs

Recommendation — The State should implement the procedures recommended by the Office of Inspector
General to ensure future unallowable costs do not occur, The State is currently awaiting the outcome of their
appeal to HHS regarding the indirect costs. :

Auditee Contact — Mary S, Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executwe/Dn ector, Department
of Social and Rehabilitation Services, Office of Audit and Consulting Services

Management’s Response/Correction Action Plan (Unaudited) (Follow-up) — As of December 2006, the State
is still awaiting the oufcome of their appeal to HHS regarding the indirect costs.

Finding No. 06-20 (Repeated from prior year Finding 05-6)

Federal Program —Public Assistance Grants (CFDA No. 97.036), U.S. Department of Homeland Security,
Adjutant General’s Department, State of Kansas, which includes the Kansas Department of Emergency
Mapagement (KDEM)

Condition — In our subrecipient monitoring testwork during the fiscal year 2005 audit, we noted that twenty
of twenty-three subrecipients selected for testwork had not submitted an independent audit report or a letter
stating they were not required to have an audit performed in accordance with OMB Circular A-133. No
action was taken by the State as of June 30, 2006.

Criteria — According to 31 USC 7502(f)(2)(B) and KDEM’s internal subrecipient monitoring policy, the
pass-through entity (the State) should receive audit reports from subrecipients required to have an audit in
accordance with OMB Circular A-133, issue management decisions on findings related to the program, and
require the subrecipients to take timely corrective action on any deficiencies identified.

Effect — Subrecipients may not be in compliance with the requirements of OMB and not be detected by the
pass-through entity.

Questioned Costs — Unknown

-39-




STATE OF KANSAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
{Continued)

Finding No. 06-20 (Continued)

Recommendation — In 2005, we recommended that a formal monitoring process be implemented to track
subrecipients who have received federal funding and determine whether or not they have provided the
necessary audit documentation. This would allow the State to monitor their subrecipients more closely and
detect subrecipient noncompliance.

Auditee Contact — Janice Harper, Comptroller, Adjutant General’s Department, State of Kansas

Agency Response/Corrective Action Plan (Unaudited) — Since 6/30/06, XDEM has taken corrective actions
in response to audit finding 05-6 (insufficient monitoring of subrecipients for providing audit reports per
OMB Circular A-~133) including:

Established an automated process which identifies subrecipients who have received payments from
KDEM in excess of a specified amount for a specified calendar year;

Established a process to send notification of audit requirements per OMB Circular A-133 to those
subrecipients instructing them to provide a copy of their audit report or their basis for exemption to
KDEM;

Slightly revised the Public Assistance (PA) cover letter that is sent with PA payments fo
subrecipients to ensure the wording regarding OMB Circular A-133 audit requirements was accurate
and clearly states the subrecipient should send a letter to KDEM if they are exempt from such
requirements;

Established a process for the KDEM Fiscal staff to review information received from subrecipients
to detect subrecipient noncompliance and perform subsequent activity necessary to resolve identified
deficiencies;

Established a process for the PA staff to photocopy relevant pages of the audit reports for their
applicant files;

Established a spreadsheet for tracking the subrecipients who are sent the audit requirement
notification to ensure a response is received and to make subsequent requests for information as
necessary. The same spreadsheet is used to document information about the type of information
received, the date received, the andit findings per the information received, the basis for exemption,
etc.
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In late October 2006, KDEM staff started meeting to discuss how to implement the subrecipient andit
notification and tracking processes. We were unable to meet prior to that as there had been several staff
changes including the retirement of the Division Administrator in mid-October. Also, the PA Officer
position, which had been vacant for several months, was not filled until August. Since the vast majority of
our payments (based on payment volume and amount) are to subrecipients for PA, we thought it best to wait
until that position was filled to proceed.

The corrective actions bulleted above were a result of those meetings. To identify the subrecipients whom
we would send audit notification letters, we used $500,000 for the specified amount and 2005 for the
specified calendar year. We chose $500,000 as the threshold assuming if KDEM had paid them
subrecipient $500,000, then the likelihood that the subrecipient had expended the same amount in a year was
almost guaranteed. Since audit notification letters had not been sent before, we opted to be very
conservative on the first round of notifications in case there were problems with the method we used for
identifying the subrecipients or problems with the wording of our notification letter.

Using the $500,000 threshold, 18 subrecipients were identified, most of whom received PA payments, a few
received Hazard Mitigation Assistance payments. Of those 18 identified, 2 were state agencies and 2 had
already provided financial statements to KDEM for 2003, so 14 audit notification letters were mailed in early
December. To date, we have received a response (either financial statements or statement of exemption
from A-133 requirements) from all subrecipients who were notified. With the exception of one subrecipient
whose audit report will not be completed until mid-February, all subrecipients notified have provided the
requested information. In addition to entering the information for the notified subrecipients into the tracking
spreadsheet, we also entered the information for those subrecipients who were not notified but had already
provided information. The tracking spreadsheet is on a network drive so it is accessible by the entire
Division, however it is password-protected to help ensure information is not inadvertently corrupted.

Some portions of our corrective action plan as submitted on May 8, 2006 which are not yet fully-
implemented, have not yet become necessary, have been revised, efc. include:

¢ To date, because all notified subrecipients have responded to our information request, it has not been
necessary to re-request the audit information. When it becomes necessary, we anticipate the
respective program manager will be responsible for such follow-up as per our original corrective
‘action plan.
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As per your recent recommendation and the success of our initial notification, we anticipate that we
will decrease the dollar threshold used to identify subrecipients to whom we send audit notification
letters. We will decrease the threshold to the lowest amount that seems to balance the need to ensure
sufficient monitoring with practical limitations such as limited staffing and related costs.

We will continue all corrective actions taken since 6/30/06.

We plan on reviewing correspondence sent to subrecipients for all grant programs fo ensure that
discussion of OMB Circular A-133 audit requirements are appropriately included,

We hope to expand the number of site visits/field audits completed to help ensure our subrecipients
are more frequently audited on a recurring basis. Site visits/field audits will continue to be
conducted as needed and as soon as possible after any non-compliance is detected. Currently we
have limited staffing to complete site visits/field aundits.

Formal policies and procedures for our subrecipient monitoring remain to be written. This had not
been previously done because we wanted to see how the process we used for the initial audit
notification unfolded. The process used thus far seems to be working and will lilely be the basis for
the formal policies and procedures.

Finding No. 06-21 (Repeated from prior year Finding 05-5)

Federal Program — Homeland Security Cluster (CFDA No. 97.004and 97.067), U.S. Department of
Homeland Security, Kansas Highway Patrol

Condition — In our subrecipient moniforing testwork for the fiscal year 2005 audit, we noted that, with the
exception of approving purchases made by subrecipients, the Kansas Highway Patrol had no formal
subrecipient monitoring process in place to monitor the activities of its subrecipients. Certain aspects of our
recommendation in 2005 were implemented however a written subrecipient monitoring policy has not been
formulated.
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Criteria — Pass-through entities must establish a monitoring process that should include on-site visits and
implementing procedures that would ensure “that subrecipients expending $300,000 ($500,000 for fiscal
years ending after December 31, 2003 as provided in OMB Circular A-133, as revised) or more in Federal
awards during the subrecipient’s fiscal year have met the audit requirements of OMB Circular A-133 and
that the required audits are completed within 9 months of the end of the subrecipient’s audit period, (2)
issuing a management decision on audit findings within 6 months afier receipt of the subrecipient’s audit
report, and (3) ensuring that the subrecipient takes timely and appropriate corrective action on all audit
findings. In cases of continued inability or unwillingness of a subrecipient to have the required audits, the
pass-through entity shall take appropriate action using sanctions.”

Effect — Subrecipients may not have been properly monitored and evaluated.
Questioned Costs — None

Recommendation — The Kansas Highway Patrol needs to develop a policy for monitoring its subrecipients
that includes regular on-site visits and ensuring that the required subrecipient audits were completed through
such procedures as obtaining and reviewing copies of subrecipient audit reports for those subrecipients that
met the audit requirements of OMB Circular A-133.

Auditee Contact— Captain Mark Bruce, Homeland Security Operations Commander, Kansas Highway Patrol

Agency Response/Corrective Action Plan (Unaudited) — The KHP included a Single Audit Certification
Letter as an addendum to sub-recipient contracts. This letter required a sub-recipient to indicate whether or
not they are subject to the provisions of OMB Circular A-133. KXHP also recently developed an equipment-
monitoring program that it will continue in the future. However, the KHP did not develop a written policy
regarding the fiscal monitoring of its sub-recipients within the timeframe prescribed by your firm. Thathas
since been corrected. Consequently, the KHP has now fully complied with all recommendations previously
made by your firm.
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Finding No. 06-22

Federal Program — Food Stamps (CFDA No. 10.551), National School Lunch Program (CFDA No. 10,555),
Special Supplemental Nutrition Program for Women, Infants and Children (CFDA No. 10.557), Child and
Adult Care Food Program (CFDA No. 10.558), Section 8 Housing Assistance Payments Program — Special
Allocations (CFDA No, 14.195), Community Development Block Grants/State's Program (CFDA No.
14.228), Unemployment Insurance (CFDA No. 17.225), Highway Planning and Construction (CFDA No.
20.205), Title I Grants to Local Educational Agencies (CFDA No. 84.010), Special Education - Grants to
States (CFDA No. 84.027), Rehabilitation Services - Vocational Rehabilitation Grants to States (CFDA No.
84.126), Temporary Assistance for Needy Families (CFDA No. 93.558), Child Support Enforcement
(CFDA No. 93.563), Child Care Mandatory and Matching Funds for the Child Care and Development Fund
(CFDA No. 93.596 and 93.575), Foster Care -- Title IV-E (CFDA No. 93.658), Social Services Block Grant
(CFDA No. 93.667), State’s Children’s Insurance Program (CFDA No. 93.767), Medical Assistance
Program (CFDA No. 93.778), All Grant Awards

Condition — We noted that the Cash Management Improvement Act Agreement between the State of Kansas
and the U.S. Depariment of the Treasury and the Cash Management Improvement Act Annual Report
Treasury State Agreement were not reviewed by someone other than the preparer prior to submission to the
federal government. '

Criteria - The internal control process over information submitted to the federal government should include
a level of review by someone other than the preparer prior to submission. This would enable the State of

Kansas to detect potential errors or omissions and avoid possible future penalties.

Cause — The State’s internal control process over the reports mentioned above does not include a level of
review.

Effect — Brrors or omissions could occur and be undetected by the State prior to submission.
Questioned Costs — Unknown

Recommendation — The State of Kansas should implement a level of review over the reports mentioned
above in order to avoid potential errors or omissions.

Auditee Contact - Robert L. Mackey, Director of Accounts and Reports of the State of Kansas
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Finding No. 06-22 (Continued)

Management’s Response/Corrective Action Plan (Unaudited) — We agree that the review of the Treasury
State Agreement and the CMIA Annual Report by an additional individual would enhance the overall
process of submitting these two documents. Effective immediately, the Division of Accounts and Reports
will require someone other than the preparer to review these two documents prior to the documents being
submitted to the U.S. Department of the Treasury.
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For the Fiscal Year Ended June 30, 2006

Finding No, 05-1
Federal Program — Medicaid Cluster (CFDA No. 93.775, 93,777, 93.778)

Condition — In our claims testwork during the fiscal year 2004 audit, we noted that the MMIS system
contained no controls to limit the number of surface repairs paid per tooth to dentists, No similar issues were
noted during current year claims testworl; however, as of June 30, 2005, no controls had been implemented.

Criteria — The MMIS system normally includes edits and controls that identify unusual items, including
safeguarding unnecessary utilization of care or fraudulent claims, for follow up. The State utilizes the
MMIS system to ensure proper payment of submitted claims.

Effect — A dentist may file an illegitimate claim for more surface repairs on a tooth than the number of
surfaces that are actually on a tooth.,

Questioned Costs - None.

Recommendation — In 2004, we recommended that the State implement controls in the MMIS system that
limit the number of surface repairs a dentist can claim on a specific tooth letter or number.

Auditee Contact —Mary S. Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executive/Director, Department
of Social and Rehabilitation Services, Office of Audit and Consulting Services

Agency Response/Corrective Action Plan (Unaudited) — New MMIS Policies (E2005-34, 35, 36 and 37)
include tooth surface limitations. The surface limitation portions for these policies are scheduled to be
implemented in spring 2006.

Follow-up — The policies implemented during fiscal year 2006 (E2005-034, E2005-035, E2005-036, E2005-

037) failed to create limitations on the number of tooth surfaces that may be billed per tooth. As aresult, this
finding is repeated and is reported as Finding 06-16.
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Finding No. 05-2
Federal Program — Medicaid Cluster (CFDA No. 93.775, 93.777, 93.778)

Condition — During the eligibility testwork, we noted that for one beneficiary of twenty-three tested, the
2005 application was not present in the beneficiary file. The most recent application is part of the required
documentation in accordance with OMB Circular A-133 "Eligibility" compliance requirement.

Criteria — According to the OMB Circular A-133 Compliance Supplement, the State must "require a written
application signed under penalty of perjury and include in each applicant’s case records facts to support the
agency’s decision on the application”. Although the beneficiary's eligibility was confirmed by other sources,
each Medicaid beneficiary file should contain the most recent documentation for the eligibility
determination.

Effect — Benefits could be provided to ineligible beneficiaries.
Questioned Costs — Unknown

Recommendation — We recommend that the State implement procedures that would include a detail review
of all Medicaid beneficiary files to ensure that the files are complete and support eligibility determinations.

Auditee Contact — Mary S. Hoover, CPA, CITP, CIA, CGFM, Chief Audit Executive/Director, Kansas
Department of Social and Rehabilitation Services (SRS), Office of Audit and Consulting Services

Agency Response/Corrective Action Plan (Unaudited) —

Background:

This particular beneficiary is an SSIrecipient and has been receiving Medicaid coverage under this category
for several years, Although an SSI recipient does not need to recertify Medicaid eligibility annually, the

initial application is to be retained in the case file. This application could not be located.

The medical case was initially open in the SRS Service Center. Case maintenance responsibility for the
case was transferred to the HealthWave Clearinghouse in 2001,

We believe the root cause of the finding is related to the case transfer process. The corrective action plan is
focused on evaluating and clarifying the case transfer protocol.

-47-




STATE OF KANSAS

FOLLOW UP ON PRIOR AUDIT FINDINGS
(Continued)

Finding No. 05-2 (Continued)

Process and Timeline:

1. By July 1, 2006 - Form a small workgroup to address the case transfer process. The workgroup will
consist of central office staff from both DHPF and SRS, HealthWave Clearinghouse staff and SRS field
staff.

2. By October 1, 2006 — The workgroup will review established policy and protocol regarding the case
transfer process to determine possible areas of improvement, make recommendations for changes to the
‘process and develop additional resources (such as forms or desk aids) to assist staff processing these cases.

3. ByJanuary 1, 2007 — Policies and procedures will be issued outlining protocol and expectations for both
the sending entity and the receiving entity.

Follow-up — Our testwork for the year ended June 30, 2006 did not identify instances of noncompliance,
therefore this finding will not be repeated for the fiscal year ending June 30, 2006.

Finding No. 05-3
Federal Program - Child Care and Development Block Grant Cluster (CFDA No. 93.575, 93.596)

Condition — For one of the five subrecipients selected for testwork, the most recent independent audit report
had not been obtained by the State for review, As of June 30, 2005, the most recent audit report received for
this subrecipient was for their fiscal year 2003.

Criteria — Per the OMB Circular A-133 Compliance Supplement and the State’s Subrecipient Monitoring
Policy, the State must obtain from their subrecipients the most recent independent audit report for review or
perform alternative monitoring procedures such as requesting a copy of the most recent GAS (Government
Auditing Standards) audit report or agreed-upon procedures report. The independent auditor report must be
submitted to the State within nine months of grantee’s fiscal year end.

Effect — Without the appropriate timely report, the State is unable fo determine that all compliance aspects
were met. Also, should the subrecipients not be in compliance with the grant agreement, without a timely

report, the State is unable to take suitable action.

Questioned Costs — None.
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Finding No. 05-3 (Continued)

Recommendation — We recommend that the State timely monitor subrecipient compliance with the
submission of independent auditor reports.

Auditee Contact — Mary S. Hoover, CPA, CITP, CIA, CGEM, Chief Audit Executive/Director, Kansas
Department of Social and Rehabilitation Services (SRS), Office of Audit and Consulting Services

Agency Response/Corrective Action Plan (Unaudited) — The recipient in question received awards from SRS
in the amount of $367,130 for the award period of 7/1/04 through 6/30/05. Under the SRS Recipient
Monitoring Policy, the recipient should have submitted an audit conducted in accordance with Government
Auditing Standards.

The Office of Audit and Consulting Services as well as SRS program staff have responsibility for ensuring
audit reports are submitted timely. The Office of Audit uses an Audit Tracking Module (ATM) to track
independent audit reports and whether they are submitted timely. Letters are sent when audits are due and
when they are late. The data about awards comes from the Procurements Services Unit (PSU) database of
grants, confracts and providers agreements. In this particular instance, the PSU database and the ATM both
showed that an award was not issued to the recipient for the year in question. However, detailed information
in grant files at the program level did show that this award was indeed issued and an independent report
should have been requested.

To resolve thig problem, the Office of Audit and Office of Accounting and Administrative Operations will
work together to determine solutions to the data entry issues with the PSU database. One option is to have
an individual perform a quality control function monthly and check that data entered into the system matches
award information sent from SRS program staff. Another option is to look at controls within the system
itself and design them accordingly

Follow-up — The SRS Office of Audit and Consulting Services (OACS) continues to follow the SRS
Recipient Monitoring Policy in determining independent audit reports that are due to the State. The Audit
Tracking Module (ATM) tracks these reports and when they are due, OACS works closely with program
staff to ensure that any new providers' data is entered into the ATM so that their audits can be requested on a
" timely basis. No instances of noncompliance were noted with the subrecipient monitoring process therefore
this finding will not be repeated for the fiscal year ending June 30, 2006.
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Finding No. 05-4
Federal Program — Special Education Cluster (CFDA No. 84.027, 84.173)

Condition — The minimum amount required to be earmarked by the State for Local Educational Agencies
(LEAs) based upon the relative population and poverty levels was not met.

Criteria — The OMB Circular A-133 Compliance Supplement specifies a minimum amount of funding that
must be earmarked by the State for LEAs based on the LEA’s student population and poverty level as a
percentage of the total student population and poverty level of the State. This amount was determined by the
United States Department of Education to be $231,677 for the year ended June 30, 2005. The amount
actually earmarked by the State of Kansas was $231,502, which is $175 less than the specified amount.

Effect —The affected LEAs are not being fully fonded as stipulated by the OMB Circular A-133 Compliance
Supplement. .

Questioned Costs — None.

Recommendation — We recommend that the State monitor the amounts earmarked for special education and
compare the amounts to the United States Department of Education grant award documents to ensure that
minimum funding requirements are met.

Auditee Contact — Ron Nitcher, Director of Fiscal Services and Operations, Kansas Department of Education

Agency Response/Corrective Action Plan (Unaudited) — We have developed and implemented a corrective
action plan to address this finding. In the future, our Student Support Services Team will compute each
LEA’s allocation. Once the allocations have been computed, they will be reviewed by our Fiscal Services
Team to ensure that each LEA receives its relative share of the state’s base allocation and population/poverty
allocation. In addition, the Fiscal Services Team will verify that the total amount of the base and
population/poverty allocations for all LEAs equal the amounts computed by the U.S. Department of
Education. After ensuring these amounts are correct, the Fiscal Services Team will notify the Student
Support Services Team that the allocations may be made available to LEAs. It is our intent fo follow this
corrective action plan for all future years’ grant awards, beginning with our allocation for the 2006-07 school
year.

Follow-up — The Student Support Services Team computed the 2006 LEA allocation. The Fiscal Services

Team reviewed the allocation and ensured that the calculations were equal to the amounts computed by the
U.S. Department of Education. This finding will not be repeated for the fiscal year ending June 30, 2006.
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Finding No. 05-5
Federal Program — Homeland Security Cluster (CFDA No, 97.004 and 97.067)

Condition — The Kansas Highway Patrol is the pass-through entity for the Homeland Security Cluster.
During our testwork, we noted that, with the exception of approving purchases made by subrecipients, no
formal subrecipient monitoring process was in place to monitor the activities of its subrecipients.

Criteria — Per the OMB Circular A-133 Compliance Supplement, pass-through entities must establish a
monitoring process that should include on-site visits and implementing procedures that would ensure “that
subrecipients expending $300,000 ($500,000 for fiscal years ending after December 31, 2003 as provided in
OMB Circular A-133, as revised) or more in Federal awards during the subrecipient’s fiscal year have met
the andit requirements of OMB Circular A-133 and that the required audits are completed within 9 months
of the end of the subrecipient’s audit period, (2) issuing a management decision on audit findings within 6
months after receipt of the subrecipient’s audit report, and (3) ensuring that the subrecipient takes timely and
appropriate corrective action on all audit findings. In cases of continued inability or unwillingness of a

subrecipient to have the required audits, the pass-through entity shall take appropriate action using
sanctions,” -

Effect — Subrecipients may not have been properly monitored and evaluated.
Questioned Costs — None

Recommendation — The Kansas Highway Patrol needs to develop a policy for monitoring its subrecipients
that includes regular on-site visits and ensuring that the required subrecipient audits were completed through
such procedures as obtaining and reviewing copies of subrecipient audit reports for those subrecipients that
met the audit requirements of OMB Circular A-133.

Auditee Contact - Captain Mark Bruce, Homeland Security Operations Commander, Kansas Highway Patrol

-51-




STATE OF KANSAS

FOLLOW UP ON PRIOR AUDIT FINDINGS
(Continued)

Finding No. 05-5 (Continued)

Agency Response/Corrective Action Plan (Unaudited) — The Kansas Highway Patrol (KHP) currently, by
contract, obligates all subrecipients of Homeland Security Grant Program funds to comply with the
organizational audit requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations. In the future, the KHP will include a Single Audit Certification Letter as an addendum
to subrecipient contracts. This letter will require a subrecipient to indicate whether or not they are subject to
the provisions of OMB Circular A-133, If they are, we will require them to provide us with a copy of their
audit report within 30 days of'its receipt. KHP staff will review the report and identify any findings or areas
of concern. KHP staff will provide follow-up in this regard to ensure appropriate corrective actions are
taken. Dependent upon the severity of problems identified in the audit, the KHP may freeze access to
funding until corrective measures are employed.

The KHP recently developed an equipment monitoring program that will continue in the future. The first
phase in this program involves a site visit by KHP staff. During this visit, recipients must produce all
equipment with an original purchase price of $500 or more. In the future, equipment accountability will be
ensured through a combination of desk audits and site visits.

Follow-up — The KHP developed an audit certification letter as an attachment to their original subrecipient
agreement that required subrecipients to indicate whether or not they are subject to the provisions of OMB
Circular A-133. Site visits were also conducted by KHP staff. However, a written subrecipient monitoring
policy had not been created. As aresult, this finding is repeated for the fiscal year ending June 30, 2006 and
is reported as Finding No. 06-21. '

Finding No. 05-6
Federal Program — Public Assistance Grants (CFDA No. 97.036)

Condition — Twenty of twenty-three subrecipients selected for testwork did not submit an independent audit
report or a letter stating they were not required to have an audit performed in accordance with OMB Circular
A-133.

Criteria — According to the OMB Circular A-133 Compliance Supplement and the Kansas Department of
Emergency Management (KDEM)’s internal subrecipient monitoring policy, the pass-through entity (the
State) should receive audit reports from subrecipients required to have an audit in accordance with OMB
Circular A-133, issue management decisions on findings related to the program, and require the
subrecipients to take timely corrective action on any deficiencies identified.
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- Finding No. 05-6 (Continued)

Effect — Subrecipients may not be in compliance with the requirements of OMB and not be detected by the
pass-through entity.

Questioned Costs — None

Recommendation — A formal monitoring process should be implemented to track subrecipients who have
received federal funding and determine whether or not they have provided the necessary audit
documentation, This would allow the State to monitor their subrecipients more closely and detect
subrecipient noncompliance.

Auditee Contact — Janice Harper, Comptroller, Adjutant General’s Department, State of Kansas

Agency Response/Corrective Action Plan (Unaudited) — A formal monitoring process will be implemented
to track whether subrecipients who have received federal funds from KDEM have provided the necessary
audit documentation (independent audit report or a letter stating they are exempt from providing same) as
required by OMB Circular A-133. While only the Public Assistance grants were audited, KDEM is a pass-
through entity of federal funds for several other grants. The monitoring process has been designed to ensure
we meet subrecipient monitoring requirements for all such grants.

While some details have not yet been determined, the monitoring process should be substantially similar to
the following:

+ If the entity receiving pass-through federal funds is another state agency, an independent audit
report or letter stating they are exempt from providing same will not be required since another state
agency is not a subrecipient but rather a transferee.

s Ifthe entity receiving pass-through federal funds is a county, an independent audit report or letter
stating they are exempt from providing an audit report will be required. Counties will be directed to
forward the report or letter to the KDEM Fiscal Office. The KDEM Fiscal staff will;

v log receipt of the audit report or exempt letter and related information info a spreadsheet
viewable by all KDEM staff;

v' review the audit reports to detect subrecipient noncompliance and perform subsequent
activity necessary to resolve any identified deficiencies.
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Finding Ne. 05-6 (Continued)

The respective Program Managers will be responsible for contacting subremplents to re-request an
audit report or exempl letter if not timely provided to KDEM.

» If the entity receiving pass-through federal funds is a local unit of government other than a
county, an independent audit report or letter stating they are exempt from providing an audit report
will be required. Non-county local units of government will be directed to forward the report or
letter to the KDEM Public Assistance Office. The KDEM Public Assistance staff will:

v" photocopy a page from the audit report which reflects the period covered by the audit report
or exempt letter to include in the applicant’s folder;

v" log receipt of the audit report or exempt lefter and related information into a spreadsheet
viewable by all KDEM staff;

v" contact subrecipients to re-request an audit report or exempt letter if nof timely provided to
KDEM;

v' forward the audit report or exempt letter to the KDEM Fiscal staff. Fiscal staff will review
the audit reports to detect subrecipient noncompliance and perform subsequent activity
necessary to resolve any identified deficiencies

We anticipate this monitoring process will be in effect by June 1, 2006.

Follow-up — As of June 30, 2006, KDEM had begun forrmilating a formal monitoring process but had not
fully implemented the process. As aresult, this finding is repeated for the year ending June 30, 2006 and is
reported as Finding 06-20.

Finding No. 03-10

Federal Program - Disability Insurance/SSI Cluster (Disability Determination Services), CFDA No.
96.001/96.006)

Condition — Tn October 2002, the Social Security Administration’s Office of the Inspector General
performed an audit of the State of Kansas’ Disability Determination Services program. This review cited

known questioned costs of $201,218 related to unallowable costs, which have been refunded to the-Social

Security Administration, and disputed questioned costs of $4,923,606 related to indirect costs

inappropriately charged to the program.
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Cause — According to the Office of Inspector General, the questioned costs were caused by “incorrect
indirect cost allocations, inappropriate non-SSA work cost charges, and inaccurate other nonpersomel
costs.” '

Effect — The State of Kansas has refunded $201,218 of the unallowable costs to the Social Security
Administration. The disputed questioned costs related to the indirect costs are currently under appeal with
the Department of Health and Human Services (HHS).

Questioned Costs — $201,218 known questioned costs, $4,923,606 disputed questioned costs

Recommendation — The State should implement the procedures recommended by the Office of Inspector
General to ensure future unallowable costs do not occur. The State is currently awaiting the outcome of their
appeal to HHS regarding the indirect costs

Follow-up — As of June 30, 2006, the State is still awaiting the outcome of their appeal to HHS regarding the
indirect costs. As a result, this finding is repeated for the year ended June 30, 2006 and is reported as
Finding 06-19.
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